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Curvvuiswaicy STATEMENT OF 
SOURCE AND 


APPLICATION OF FUNDS 
(Unaudited $000’s omitted) 


First six months 
1970 1969 


SOURCE OF FUNDS 

Earnings for period - - -$ 14,967 $11,422 
Depreciation- - - - - 8,675 7,954 
Deferred income taxes’ - 2,856 3,186 
Bank term loans - - - 15,000 18,979 
Other (net)= =<) = = = = 48] 43 


$ 41,979 $41,881 


APPLICATION OF FUNDS 

Dividend- - - - - - -$ 10,176 % 9,158 

Capital expenditures - - G72 36,546 

Long term debt reductions 24,957 3,579 
$ 41,845 $49,283 

Change in Working Capital- $ 134 $ (7,402) 

Working Capital—January 1 $(10,490) 

Working Capital—June 30 - $(10,356) 


DELIVERIES OF CRUDE Olt (barrels per day): 
1970 _ 1969 
First quarter - OF 85219 NIE DEE. 
Second quarter EUG) 693,617 
Third quarter _ 791,897 
Fourth quarter 806,716 


PRINTED IN CANADA 


INTERPROVINCIAL 
PIPE LINE 
COMPANY 


Quarterly Report 


Interprovincial Pipe Line Company 


and subsidiary companies 


REPORT FOR SIX MONTHS ENDED 
JUNE 307 1970 


TO THE SHAREHOLDERS: 


Operating and Financial 

As indicated in the report for the first quarter, the 
import restrictions imposed by the United States 
retroactive to March 1, 1970, had a significant 
effect on the company’s operations during the sec- 
ond quarter. After reaching a record high of 530,000 
barrels per day in the first few days of March and 
averaging 492,000 b /d for the first quarter, deliveries 
of crude oil and natural gas liquids in the United 
States declined to 330,500 b /d in the second quarter. 


Total deliveries during the first six months com- 
pare with 1969 as follows: 


Deliveries (barrels per day) 
First six months 


i970 1969 ay 

Western Canada - - - - 105,548 108,811 
United States - - - - - 410,893 300,349 
Ontario- - - - - - - 367,734 343,089 
884,175 752,249 

Barrel Miles (millions)- - - 217,047 174,248 


Deliveries in the United States in 1970 included a 
total of 228,600 barrels (1,263 b/d) of U.S. domestic 
crude received into the system at Griffith Terminal 
near Chicago and delivered at Buffalo in June. This 
movement is expected to continue on an intermittent 
basis during the second half of the year. 


As a result of increased transportation revenue, 
earnings increased to 59¢ per share compared with 
45¢ in the first half of 1969. Comparative first 
quarter results were 34¢ per share in 1970 and 25¢ 
in 1969. 


Construction 


The revised 1970 expansion program is proceed- 
ing on schedule and capital expenditures are now 
expected to total $18.3 million. Following comple- 
tion, capacity of the system will be increased by 
135,000 barrels per day rather than the previously 
announced 75,000 b/d. 


Dividend 
On July 29, 1970 a quarterly dividend of 20¢ per 


share was declared payable September | to share- 
holders of record August 6, 1970. 


D. G. WALDON 


President 
Toronto, Ontario 
August 7, 1970 


CONSOLIDATED 
STATEMENT OF EARNINGS 


(Unaudited $000’s omitted) 
First six months 


1970 1969 
INCOME 
Transportation revenue - - $66,221 $54,616 
Other income - - - - - 730 374 
66,951 54,990 
EXPENSES 
Operating =" == =z Wa es! 
Taxes, other than income - 4,720 4,083 
Depreciation- - - - - - 8,675 7,951 
Interest - - - - - - - 9,591 6,942 


35,707 3isis3 
Earnings before income taxes 31,244 23,859 
Provision for income taxes - 16,277 12,437 
Earnings - - - - - - - $14,967 $11,422 
Earnings per share- - - - 59¢ 45¢ 


INTERPROVINCIAL PIPE LINE COMPANY 


REPORT OF THE 


"TWENTY-FIRST 
ANNUAL GENERAL MEETING 


OF SHAREHOLDERS 


TORONTO, ONTARIO 
APRIL 8, 1970 


INTERPROVINCIAL PIPE LINE COMPANY 
ANNUAL GENERAL MEETING 
PROCEEDINGS 


The Twenty-first Annual General Meeting of Share- 
holders of Interprovincial Pipe Line Company was held 
in Toronto on April 8, 1970 and was chaired by Mr. 
D. G. Waldon, President. One hundred and thirty- 
four persons attended the meeting of whom 107 were 
shareholders. Including proxies, 76%, of the total shares 
outstanding were represented. 


In addressing the meeting, Mr. Waldon reviewed 
the operating results for 1969 and what may be ex- 
pected in 1970. He also commented on the recently 
announced change in the U.S. Oil Import Policy and 
the research work that is being carried out by Mackenzie 
Valley Pipe Line Research Limited in the Arctic. His 
remarks have been printed for the benefit of those share- 
holders who were unable to attend the meeting. 


Business transacted during the meeting included pres- 
entation of the Directors’ Report to Shareholders and 
Financial Statements for the year 1969; and the re- 
appointment of Price Waterhouse & Co. as auditors. 


The present Board of Directors was re-elected at 
the meeting, plus Mr. G. D. Wotherspoon, Q.C., 
to fill the vacancy created by the death of Mr. T. S. 
Johnston. Mr. Wotherspoon is Executive Vice-President 
and a director of Eaton's of Canada Limited and prior 
to joining Eaton’s in 1965 was a senior partner in the 
legal firm of Osler, Hoskin & Harcourt, Toronto. 


Following the formal proceedings the company’s new 
film “Petroleum Lifeline” was shown. 


At the Board meeting following the Annual Meeting 
the present officers of the company were re-elected or 
re-appointed. In addition Mr. R. K. Heule, General 
Manager was elected a Vice-President of the company. 
His new title is Vice-President & General Manager 
and he will continue to reside in Edmonton. — 


PRESIDENT’S REMARKS 


Welcome to the Twenty-first Annual General 
Meeting of Shareholders of Interprovincial Pipe 
Line Company. It is good to see so many of you 
present. These are interesting and complex times 
in the oil industry —and we have a lot to talk about. 
I will try to be brief, however, as the film you are 
going to see runs close to thirty minutes. We also 


have some slides on the Arctic that I think you will 
find of interest. 


As it is probably foremost on your minds—I will 
deal with the recently announced changein the U.S. 
Oil Import Policy early in proceedings. Later in 
my remarks, I will also bring you up to date on 
what we and our partners in Mackenzie Valley 
Pipe Line Research Limited have been doing in the 
Arctic—and lastly comment on the White Paper 
on Taxation. No talk on any subject these days is 
complete without at least a passing reference to this 
controversial document. 


But first a few words about 1969. In most 
respects 1969 was a very gratifying year. The 
financial results were certainly far better than ex- 
pected! When I appeared before you at the last 
Annual Meeting, I was firmly convinced that— 
with increased interest and depreciation charges 
as a result of the 1968 expansion program—we 
would be doing well if we earned as much as we 
did in 1968. Instead—mainly because deliveries in 
the United States were substantially higher than 
forecast—we earned 4¢ per share more (96¢ per 
share). 


It is also a pleasure to be able to report that the 
major expansion program undertaken in 1969 was 
largely completed before the end of the year— 
comfortably within the budget. This is quite an 
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accomplishment in these days of escalating costs— 
and decreasing productivity. Our main line con- 
tractors did very well by us—as did our own 
people who managed the projects—and acted as 
inspectors. 


A welcome side effect of the combination of 
increased earnings and staying within the construc- 
tion budget was that only $80 million of the $85 
million bank line of credit had to be used. 


The only thing that detracted from an other- 
wise very satisfactory year was that exports to the 
United States were exceeding the level that had 
been agreed to [exchange of Diplomatic Notes] 
between Ottawa and Washington in September 
1967—and the Canadian authorities were continu- 
ally endeavouring to convince the U.S. refineries 
to bring them in line. As much as we welcomed 
the additional throughput, we would have pre- 
ferred it to have been with the concurrence of the 
United States. The long term outlook for Canadian 
crude in the U.S. is very good in our opinion—and 
we do not like to see it prejudiced in any way by 
short term gains. 


The Canadian authorities were eminently 
successful in their endeavours during the second 
quarter of the year. This—combined with an 
unusual number of Canadian refinery shutdowns 
for maintenance—resulted in some wide swings 
in throughput. After averaging 811,533 b/d in 
the first quarter of the year—throughput declined 
to a low of 653,900 b/d in May—and then con- 
tinued to increase to a high of 870,483 b/d in 
December. Deliveries to U.S. refineries averaged 
317,563 b/d in the first quarter—declined to 
272,413 b/d in May—and reached a high of 367,946 
b/d in December. 
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Turning to the current situation. The recent 
Presidential Proclamation limiting imports of 
Canadian crude into Districts 1 to 4 to 395,000 b/d 
for the balance of 1970 from March 1 did not come 
as a surprise to Interprovincial. Districts 1 to 4 
include everything east of the Rocky Mountains. 
We were surprised, however, at the extent of the 
reduction. 


Since deliveries in the Chicago area commenced 
in January 1970, exports through our system alone 
had increased to 530,000 b/d—and Interprovincial 
had in fact become the bottleneck—limiting factor. 
We knew that this could not last—but we did not 
think the President would go as far as he did. With 
U.S. domestic production in short supply in some 
areas—some real hardships have been created. 
What the President has done in effect is revoke the 
overland exemption and this could only be done 
on the grounds of national security. In this context 
“security ’ means security of supply, certainly not 
defence. 


The Presidential Proclamation states that the 
restrictions are just for the balance of the year— 
retroactive to March 1—the inference being that 
something of a more permanent nature will be 
worked out between now and then. We certainly 
hope so. It is difficult to plan the way things are. 


The interim policy was of course as a result of 
the report that the Cabinet Task Force on Oil 
Imports handed down in February. This report 
was inconclusive, and the President appointed a 
new committee to administer oil imports. The 
majority recommended increased imports and a 
system of tariffs designed to force down the price 
of U.S. domestic crude—and the minority fa- 
voured retention of the present system with modifi- 
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cations. The present system limits imports into 
Districts 1 to 4 from all sources—including Canada 
—to 12.2% of domestic production. Among other 
things, the minority recommended that this per- 
centage be increased by 1% per year for the next 
five years. Both recommended entering into 
negotiations with Canada immediately working 
toward some kind of common energy policy and 
the President has instructed the State Department 
to do this. 


Imports into Districts 1 to 4 in 1969 incidentally 
amounted to 13.0% of domestic production. Not 
very far off the 12.2% target—in spite of the in- 
crease from Canada. 


While the implementation of these restrictions 
has greatly reduced our throughput, it is to be 
noted that the new level is substantially higher 
than the 332,000 b/d provided for in the September 
1967 agreement for 1970. 


The way the interim system works is that all 
importers of Canadian crude by pipe line into 
Districts 1 to 4 were entitled to apply for a licence 
permitting them to import—during the balance 
of 1970—105% of what they averaged during the 
twelve-month period ending September 30, 1969. 
It is no coincidence that this works out to roughly 


332,000 b/d. 


Upon application, the balance of the 395,000 b/d 
was then divided among all new units applying for 
a quota—including the Chicago refineries. Lake- 
head even had to apply for the oil [725 b/d] it 
requires to operate its diesel pumping units in 
Minnesota and Wisconsin. The net result has been 
that the refineries served by Interprovincial have 
been licensed to import a total of 350,000 b/d 
from March 1 totheend of June—and the refineries 
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served by the Aurora pipe line system and by truck 
or rail, the balance of 40,000 b/d. Presumably the 
allocations in total will be substantially the same 
for the second six months of 1970. 


So with deliveries in the U.S. during January and 
February averaging 484,000 b/d and the Ontario 
market holding up well—we find ourselves not 
too badly off in 1970. In addition it is possible 
that we will shortly be asked to commence trans- 
porting some U.S. domestic crude from Chicago 
to the two refineries in the Buffalo area. 


Hopefully well before the end of the year we 
will have a better idea of how much Canadian 
crude will be allowed into the United States during 
the next several years—so we can firm up our 
construction plans. 


In the meantime, we are going ahead with the 
relatively modest expansion plan outlined in the 
Annual Report. This $10 million program will 
increase the effective capacity of the system by 
approximately 75,000 b/d. In addition, since early 
in January we have had sufficient pumping equip- 
ment on order to increase the effective capacity 
by a further 40,000 b/d. This equipment could 
be in operation by the last quarter of 1970, if 
necessary, at a cost of $3 million. This would 
bring the effective or useable capacity of the system 
ex Cromer during the critical first quarter— winter 
months when the oil is the coldest and the demand 
is the highest—to 1,045,000 b/d. It would be at 
least 5°94, more than this in the summer months. 
Cromer is the critical point on the system—as it 
is the second largest receiving point. More oil is 
transported between Cromer and Gretna than in 
any other section of the system. 


All the units in question will be installed at 
existing pump station locations—and when they 
are installed our present three-line system from 
Edmonton to Superior, as presently designed, will 
be fully powered. We might be able to do a little 
better by adding additional units on the No. 2 
line from Cromer to Clearbrook but nothing 
substantial. 


To further increase the capacity of the system 
beyond the 1,045,000 b/d level, we have two 
alternatives: 


(1) we could commence constructing inter- 
mediate pumping stations on the 34-inch 
line—new sites—greatly reduced station 
spacing (which would later be used on the 
fourth line when it is constructed) or, 

(2) we could start looping—and this time the 
looping will likely be with 48-inch pipe. 


Because of the substantial sums of money involved, 
considerable more study has to be given the alter- 
natives—but my guess at this time is that we will 
go the horsepower route commencing in 1971. A 
substantial increase in the demand could of course 
change our thinking. Another thing that could 
change it would be a decision to go ahead with 
Mackenzie Valley. 


Which brings me to the next item I would like 
to deal with namely, what is going on in the Arctic. 


As indicated in the Annual Report, back in June 
Interprovincial joined with Trans Mountain and 
four leading oil companies in forming Mackenzie 
Valley Pipe Line Research Limited. Four addi- 
tional companies have since joined the group. The 
purpose of the research company is to thoroughly 
study the problems of constructing and operating 
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a large diameter crude oil pipe line from the North 
Slope of Alaska to Edmonton where it could con- 
nect with the existing Trans Mountain and Inter- 
provincial systems. Trans Mountain had had a 
preliminary study made by Canadian Bechtel 
which was promising. But the problems in the 
Arctic are so great—and so different—that no 
one knew for certain that such a line could be 
constructed let alone how much it would cost. 


The Trans Alaska pipe line system across Alaska 
to the Pacific had already been announced—and 
the tanker experiment through the Northwest 
Passage was being readied. The decision to form 
Mackenzie Valley was taken well before Imperial’s 
discovery well at Atkinson Point on the Canadian 
side, however. 


The feasibility of tankers operating in the Arctic 
has yet to be proven and the Trans Alaska system, 
as you have undoubtedly read, is still having its 
problems getting started. We had no idea that this 
would happen when we decided to go the research 
route—but in the light of Trans Alaska’s experience 
we are certainly glad that we decided to undertake 
extensive research rather than rely on the usual 
engineering estimates. 


At this point I would like to emphasize that 
Mackenzie Valley is not an Interprovincial project 
—far from it. We are just one of ten partners in 
the undertaking. If the line is ever constructed, 
however, we would expect to own a portion of it 
—and to also play a significant, if not exclusive, 
part in transporting the production east from 
Edmonton as far as Chicago and possibly beyond. 


Much of the research effort is of course going 
into route selection, soil analysis, logistics, 
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hydrology, living conditions in the Arctic, etc. 
The most costly feature, however, is a 2,000-foot 
test section of 48-inch pipe in typical of the worst 
of the permafrost near Inuvik, N.W.T. Any pipe 
line that is constructed out of the North Slope of 
Alaska—or from the Mackenzie Delta on the Cana- 
dian side for that matter—is going to have to traverse 
many miles of what is known as detrimental perma- 
frost—and nobody has constructed a pipe line of 
any size through or over this type of terrain—let 
alone a 48-inch line carrying oil at temperatures 
up to 150°F. 


Even in the Arctic oil is produced at tempera- 
tures up to 160°F.—and the nature of the oil dis- 
covered on the North Slope of Alaska is such that 
it will be easier to pump if it is kept warm. Besides 
that—if it is to be produced at all—which it will 
be—it is going to have to be produced in quantity 
to be economically viable—and there is not going 
to be time—nor does it make economic sense to 
provide sufficient tankage—to enable it to cool. 


Therefore, the problem is how to best move the 
hot oil through or over the permafrost without 
disturbing the terrain—remembering that even in 
the Arctic, atmospheric temperatures get up to 90° 
for a few days in the summer months. This ex- 
treme heat changes much of the countryside into 
a potential quagmire. Disturb that thin protective 
layer of tundra and you have real trouble. 


At this point I would like to emphasize that 
when it comes to protecting the environment in 
the Arctic—the prospective pipe liners’ interests 
are the same as the conservationists. A pipe line 
out of the Arctic will change the landscape, even 
scar it somewhat by its very existence—the same as 
anything constructed by man in the north does— 
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but nobody is going to construct a pipe line through 
the permafrost in such a way as to disturb it— 
because if they do they will lose their pipe line and 
their money. It is as simple as that. 


Two basic types of construction have been used 
on the 2,000-foot test section—and it is planned to 
circulate oil through it at up to 150°F. until at least 
the end of June—and probably longer—to study 
the effectiveness of the insulation. The first type 
of construction is above ground on wooden piles 
and the second is what is known as gravel berm. 
In the latter type of construction the pipe is laid on 
top of a pad of gravel and mounded over with 
gravel of sufficient width and incline to allow mi- 
grating animals to cross. 


As indicated in the Annual Report, preliminary 
indications on the feasibility of constructing such a 
line are promising. Considerable research has yet 
to be done—but we already know that the cost of 
a 1,700-mile 48-inch line—capable of carrying up 
to two million barrels of oil per day—will be well 
in excess of $1 billion, possibly as high as $1.5 
billion. Such a line would require over 19 million 
barrels of oil just to fill it. 


Further discoveries in the Canadian Arctic will 
enhance the chances of the line being constructed. 
On the other hand if the tankers prove successful— 
construction could be delayed for many years, if 
not indefinitely. In making this statement, I am as- 
suming that—in spite of its troubles—Trans Alaska 
will be constructed. I think it will be—but I do 
not think it will be ready for operation in 1972 
as originally planned. 


In the meantime Mackenzie Valley is proceeding 
with its research in what I believe is an orderly 
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fashion and no announcements should be expected 
until the research has been completed. There is 
an old saying in pipe lining that the difficult is done 
immediately—the impossible takes a little longer. 
This project will take a little longer. 


Mr. Clute will now show us a few slides of the 
test section at Inuvik and the Arctic in general. 
These were taken when a group of us visited the 
area on the 6th and 7th of March. 


Regarding the White Paper on Taxation. Much 
has already been said and written on this subject 
and all I will take the time to do now is add our 
concern to the many already expressed. We will 
shortly be submitting a brief to the House of 
Commons and Senate committees outlining our 
views. 


Speaking generally we find the White Paper a 
very disturbing document. Interprovincial’s share- 
holders would not make out too badly under the 
complicated dividend gross-up proposal—but we 
find it distressing that the proposals taken as a whole 
will produce so much additional tax revenue. We 
share the view that taxes should not be increased 
under the guise of tax reform. We are also con- 
cerned that the proposals will discourage saving — 
particularly in the middle income group. Further, 
that if it has been decided that Canada must have 
a capital gains tax—which I am prepared to accept 
—that it is proposed that it be at a higher rate than 
in the United States. We also object to the frve-year 
revaluation proposal and wonder how much it 
would cost to administer. 


Returning to Interprovincial’s operations, I am 
pleased to report that—after several million barrel 
days in January and February and the first part of 
March—deliveries in the first quarter of 1970 
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averaged 978,000 barrels per day. This represents 
a 20% increase over the corresponding period in 
1969 (when deliveries averaged 811,500 b/d). As 
indicated earlier, however, because of the newly 
instituted restrictions in the United States—it is 
not expected that throughputs in subsequent 
quarters will be as high. 1970 should still see an 
improvement over 1969, however. 


Our first million barrel day occurred on January 
10 (1970) when 1,188,000 barrels of crude oil and 
natural gas liquids were delivered by Interprovin- 
cial and Lakehead. The all-time record was estab- 
lished on March 11 when 1,285,000 barrels were 
delivered. Quite a growth for an outfit that started 
off at 82,500 b/d in 1951. 


On the negative side our interest bill increased 
by $750,000 per year on January 2, (1970) when 
the last of the original 314% bonds—$15 million— 
matured and were replaced by bank borrowings. 


Earlier I referred to our becoming the bottleneck 
back in February and March. I regret that this 
was true. If we had had more capacity the Cana- 
dian producers might have been able to sell a little 
more oil in the United States. I wonder how long 
it would have lasted, however, in view of the new 
restrictions that have been imposed. It is also 
interesting to contemplate what the situation would 
have been if we had decided not to risk the pre- 
investment required by the Chicago loop. 


With Trans Mountain to the West Coast 
operating at capacity, for a while production and 
the capacity of the gathering lines were the limiting 
factors. The Alberta producers—both major and 
independent—rose to the occasion, however—at 
considerable expense—and we in Interprovincial 
congratulate them. 
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Iam also pleased to report that the Clark Oil & 
Refining Corporation case has been satisfactorily 
concluded. By order dated March 19 and served 
on April 3, the full Interstate Commerce Com- 
mission dismissed Clark’s complaint against Lake- 
head and Interprovincial. The majority of the 
Commission found that with the filing of tariffs 
to Chicago on January 1, 1970, the question was 
now moot. One Commissioner, however, found 
that the Commission has no jurisdiction regarding 
the validity or invalidity of the intergovernmental 
agreement dated September 1967—or of any re- 
strictions on the importation of oil imposed by 
the Executive. 


The next dividend is due the first of June. Just 
prior to this meeting your Board declared a second 
quarterly dividend of 20¢ per share payable June 1 
to shareholders of record on April 30. This is 
the same rate as was established by the March 1 
dividend. 
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This prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale. 


No SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES 
OFFERED HEREUNDER AND ANY REPRESENTATION TO THE CONTRARY IS AN OFFENCE. _-— 


Additional Issue 


$60,000,000 


Interprovincial Pipe Line Company 


932% Sinkiné Fund Debentures, Series B 


To be dated December 1, 1970 To mature December 1, 1990 


The Series B Debentures will not be redeemable prior to December 1, 1985, for other than sinking fund 
purposes, from the proceeds of funds borrowed at a lower interest cost. Further particulars of the redemp- 


tion provisions and particulars of the sinking funds, both mandatory and optional, are set out on pages 
ttrand 12: 


The Series B Debentures will, in the opinion of counsel, be direct obligations of the Company but will not be secured 
by any mortgage, pledge or other charge. 


In the opinion of counsel, the Series B Debentures will be investments in which the Canadian and British Insurance 
Companies Act states that a company registered under Part III thereof may, without availing itself for that purpose 
of the provisions of subsection (4) of Section 63 of said Act, invest its funds. 


Price: 100 and accrued interest 


We, as principals, conditionally offer the Series B Debentures, subject to prior sale, if, as and when issued 
by the Company and accepted by us in accordance with the conditions contained in the underwriting 
agreement referred to under ‘‘Plan of Distribution” on page 13 and subject to the approval of all legal 
matters on behalf of the Company by Messrs. Osler, Hoskin & Harcourt, Toronto, and on our behalf by 
Messrs. Borden, Elliot, Kelley & Palmer, Toronto. 


Price to Underwriting Proceeds to 
public (1) discount Company (1) (2) 
| PLSSR AG Wp Ga Rea ics eee aS aera Ne Iie re 100% 1.45% 98.55% 
Nari em a a srs PURE ho sero dren eng antcun Ole rave $60,000,000 $870,000 $59,130,000 


(1) Plus accrued interest from December 1, 1970 to the date of delivery. 
(2) Before deducting expenses of issue estimated at $100,000. 


Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved 
to close the subscription books at any time without notice. It is expected that the Series B Debentures 
in definitive form will be available for delivery on or about December 8, 1970. 


Wood Gundy Securities 


Limited 


Offices in 21 principal cities across Canada and in New York and London 
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The Company 


Interprovincial Pipe Line Company (the ‘‘Company”’) was incorporated by Special Act of the Parlia- 
ment of Canada on April 30, 1949, for the purpose of constructing, owning and operating an oil pipe line 
system. The head office of the Company is located at 10015—103 Avenue, Edmonton, Alberta and the 
executive office at 7 King Street East, Toronto, Ontario. 


The pipe line system (which with the United States section is hereinafter collectively referred to as. 
the ‘‘System’’) is the longest crude oil pipe line in the Western Hemisphere. The System now extends 
approximately 2,000 miles from Redwater, near Edmonton, Alberta, across the Canadian prairies through 
the Great Lakes region of the United States via the Straits of Mackinac to Port Credit, near Toronto, 
Ontario, with a lateral line to Buffalo, New York and a loop line between Superior, Wisconsin and Sarnia, 
Ontario via Chicago (see map). 


The section of the System located in the United States is owned and operated by Lakehead Pipe 
Line Company, Inc. (‘‘Lakehead’’), a Delaware corporation which is wholly owned by the Company. 

The following table indicates the growth of the System’s operations during the five years and nine 
months ended September 30, 1970. 


System operations 
Nine months 


1965 1966. 196719681969 1970 
Total barrels delivered (thousands). 203,689 220,807 232,611 262,322 283,229 239,643 
Average haul per barrel (miles)... . 1,184 1300 1,245 1,288 1,293 15350 
Average barrels delivered per day. . 558,045 604,944 637,290 T1O, L240 175,971 877,812 
Average revenue per barrel (delivered) 39.1¢ 39.8¢ 39.9¢ 40.2¢ 40.4¢ 40.8¢ 
Average revenue per 100 barrel miles 3.30¢ 3.28¢ 3.21¢ 3.12¢ 3.13¢ 3.02¢ 


Consolidated Capitalization 
Outstanding as 
at September 30, 


Outstanding on 1970 after 


Lonc TERM DEBT: September 30, giving effect to 
Interprovincial Pipe Line Company— Authorized 1970 this issue 
First Mortgage and Collateral Trust Bonds (1) 
SeriesvG 47 due Aprilil, 1973 (2) .4.0ea 22 2. $59,264,000 $20,372,000 $20,372,000 
Series D 328% due April 1, 1974 (2).......... 29,414,000 11,951,000 11,951,000 
Seriest 5149, dueiApril 1,.1985 20.2.0. 5..88.. 12,000,000 11,010,000 11,010,000 
Sinking Fund Debentures (3) 
Series A 6% due November 1, 1986........... 35,000,000 33,434,000 33,434,000 
Series B 934% due December 1, 1990 
GEIS HOSS) 4 bids hi ees shcotip renames 60,000,000 — 60,000,000 
Bank Loans (4) 
IREDAVAOIOOV | UNS Vent Old) ee vc Seem re ee cokes 20,000,000 —— 
Repayable over a six-year period commencing 
RiPeO 7 bowed Poa ean aed Sark Besa craee tk «teat 25,000,000 25,000,000 
Lakehead Pipe Line Company, Inc.— 
Sinking Fund Debentures (2) (5) 
Series A 614% due August 1,1992........... 32,298,000 32,298,000 32,298,000 
Series B 748% due April 15, 1993............ 80,755,000 80,755,000 80,755,000 
Bank Loan (2) (4) (5) 
Repayable over a five-year period commencing 
Tal CS Oe See ee es ce ee eee Lhe Pa eere 32,072,000 32,072,000 


CAPITAL STOCK: (6) 


100,000,000 shs. 25,440,460 shs. 25,440,460 shs. 


($25,440,460) ($25,440,460) 
Notes: (1) The bonds rank prior to the other indebtedness of the Company to the extent of the security created under the bond 
trust deed. No additional bonds may be issued under the bond trust deed. 
(2) Included in long term debt outstanding on September 30, 1970 is the Canadian dollar equivalent of $167,564,000 
(U.S.) principal amount which is payable in United States dollars. 
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Shates.Oteeb.00 Par Valleau ints aioe. sla clonuin ayes 


(3) Additional debentures without limit as to aggregate principal amount may be issued subject to the restrictions con- 
tained in the Trust Indenture referred to under ‘‘Details of the Offering’ on page 10. 


(4) The bank loans which are unsecured bear interest based on the prevailing prime bank rates which may vary from 
time to time. 


(5) Lakehead’s debentures and bank loan are unconditionally guaranteed by the Company. Lakehead may issue additional 
debentures without limit as to aggregate principal amount subject to the restrictions contained in an indenture dated 
August 1, 1967 and indentures supplemental thereto. 


(6) A total of 872,450 shares of capital stock were reserved at September 30, 1970 for issuance upon exercise of outstanding 
share purchase warrants. Reference is made to ‘Options to Purchase Shares” on page 16 and to Note 6 of ‘‘Notes to 
Consolidated Financial Statements” on page 22. In addition to the stated value of the outstanding shares as shown, 
the Company had consolidated retained earnings of $70,948,000 and contributed surplus of $20,100,000 as at September 
30, 1970. 


Application of Proceeds 


The estimated net proceeds from the sale of the Series B Debentures will amount to approximately 
$59,030,000 after deduction of expenses. Such proceeds will be added to the working capital of the Com- 
pany and will be available to meet, in part, the cost of the Company’s 1971 construction program in 
Canada, estimated at $35.8 million, as referred to under ‘‘Construction Program’”’ on page 5 and to prepay 
a $20 million bank loan due July 1, 1971 which was incurred to meet, in part, the cost of the Company’s 
1968 and 1969 construction programs. 


The Pipe Line System 


The System, following completion of the 1970 construction program (which is on schedule and will 
be substantially completed in December, 1970) will consist of approximately 5,156 miles of pipe with 
diameters ranging from 12 inch to 34 inch, 48 pumping stations with a total of 485,955 installed horse- 
power and tankage facilities of some 10,450,000 barrels. Line fill required for operation amounts to 
approximately 19,000,000 barrels, all of which is owned by the shippers. Through 24 delivery points the 
System serves 45 refineries located in eight Canadian and 14 United States centres. 


The System is comprised of a number of separate lines of pipe as follows: 


(i) A line extending from Redwater, Alberta to Port Credit, Ontario via Superior, Wisconsin and 
the Straits of Mackinac (of which 176 miles is looped with a second line) with a lateral line 
from Westover, Ontario to Buffalo, New York. The diameter of pipe in this line varies from 12 
inch to 30 inch. 


(ii) A line paralleling the above from Edmonton, Alberta to Superior, Wisconsin. This line consists 
of both 24 inch and 26 inch diameter pipe. 


(iii) A line extending from Edmonton, Alberta to Sarnia, Ontario paralleling the two lines above to 
Superior, Wisconsin and via Chicago, Illinois to Sarnia, Ontario. This line consists of both 30 
inch and 34 inch diameter pipe. 


The location of the System, and of the connecting Tecumseh and Buckeye pipe lines which are not 
owned by the Company or Lakehead, and certain details of the System are shown on the accompanying 
map (see centrefold). 


The annual average daily physical capacities of the various sections of the System on completion of 
the 1970 construction program may be found on page 5. 


The pipe line in Canada is owned by the Company. The pipe line in the United States is owned by 
Lakehead. In general, the pipe line in both Canada and the United States is located on land owned by 
others and operated under easements or other rights or permits. With few exceptions, the easements are 
60 feet in width and are granted to the Company or Lakehead, as the case may be, in perpetuity or for 
so long as the Company or Lakehead chooses to use them. In some cases in the United States, particularly 
in crossing federal or state-owned lands, Lakehead holds permits from the authority concerned. These 
permits are in some instances in perpetuity and in others for stated periods with rights of renewal. 
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The principal properties included in the System, other than the pipe line, are located on lands owned 
by the Company or Lakehead, except for two permanent and one temporary pumping stations of Lakehead 
which are located on land owned by others and are operated under easements or permits. 


All of the properties of the Company and most of the properties of Lakehead, in each case whether 
now owned or hereafter acquired, are or will be subject directly or indirectly to the lien of the bond trust 
deed pursuant to which the first mortgage and collateral trust bonds of the Company were issued and are - 
outstanding. 


Construction Program 


System capital expenditures and retirements for the five years and nine months ended September 


30, 1970, were as follows: 
Nine months 


1965 1966 1967 1968 1969 1970 Total 
(thousands of dollars) 
Capiral expenditures.....2.. h11,072) “$4,513 $76,721 $114,189 $70,595 $11,923 $289,113 
INGUITeINEeltSi rs fate tise ee ee 520 682 Dao L 1,046 PAR USP) 508 10,382 


The Company’s 1971 construction program in Canada is estimated to require expenditures of approxi- 
mately $35.8 million while Lakehead’s will require approximately $22.5 million (U.S.). 


Following completion of these construction programs, capacity of the System between Edmonton, 
Alberta and Sarnia, Ontario will be increased by approximately 200,000 barrels per day. This will be ac- 
complished by fully powering the present three-line system between Edmonton and Superior, Wisconsin, 
and adding pumping units as required on the southern line from Superior to Sarnia. The increase in 
capacity is the maximum practicable short of commencing construction of a fourth line between Edmonton 
and Superior. 


Approximately $22.5 million of the Company’s 1971 capital expenditures will be used to provide 
additional pumping equipment in Canada. This will consist of the installation of 33 pumping units totalling 
134,000 horsepower at 16 existing stations and seven new locations. Approximately $8.4 million will be 
required for construction of 35 miles of 20 inch pipe paralleling the existing line between Sarnia and Port 
Credit, Ontario and 46 miles of 20 inch pipe paralleling the existing line between Westover, Ontario and 
the Niagara River. Approximately $3.9 million will be required for additional tankage and for tank farm 
modifications. The remaining expenditure of $1.0 million will be for station modifications, replacements 
and other minor additions. 


Lakehead's principal 1971 capital expenditure will be approximately $19.0 million (U.S.) to provide 
additional pumping equipment in the United States. This will consist of the installation of 36 pumping 
units totalling 100,750 horsepower at 10 existing stations and 11 new locations. Approximately $2.8 
million (U.S.) will be required for additional tankage and for tank farm modifications. The remaining 
expenditures will be for station modifications, replacements and other minor additions. 


The annual average daily physical capacity of the various sections of the System following completion 


of the 1970 and 1971 construction programs is expected to be as follows: 
System capacity following completion of: 


Section 1970 construction 1971 construction 
(barrels per day) 
Pecneron Wott — CO ULLA teolaca sf 510, Seer) Dita eakaie gy aee Banal ek tron) erate 1,027,000 1,251,000 
hy eet (COM CE erent tere rcvet PAG nent teas erie te cat sunrteeyh feky aasteahe,s 1,017,000 1,236,000 
Bie — CL CUA ee het ale Late Be leeine MNO arene, chexobe mums 1,104,000 1,308,000 
ee Cia =O M PEL OL een cok. sobeuakg te lebih cocsiatso) 0) wiagsiane Meaty (eG 1,104,000 1,308,000 
Superior—Sarnia (via Straits of Mackinac)...............-.- 538,000 538,000 
SUpehior— Grit th enw, naty eran oe eae cs One eines gh hap ies a, hts 398,000 621,000 
Gee at TL Re oS eee hc or nals AL aces bead Shatin rc erase et ov'oveas 306,000 330,000 
erica LORE GTEC ear tte arty oom eter ac Phe, cae chao Tha eae aos ats 316,000 355,000 
Veet VEE = Eo Ui Al © perme mete tie arn. vir cuss ur 2, Uysinl that mentee csi Nidesy at etae 90,000 133,000 


Business of the Company 


The Company and Lakehead are engaged exclusively in the business of transporting crude oil and 
other liquid hydrocarbons by pipe line at established tariffs which are discussed under “Tariffs” on page 7. 
Both companies operate as common Carriers. 


Shipments 

Shipments tendered to the System originate in all principal oil fields in western Canada and reach 
the System through gathering systems owned and operated by others. These gathering systems connect 
with the System at four receiving points in Alberta, two in Saskatchewan and one in Manitoba. In 1970 
the System began to receive United States crude oil from other carriers at its Griffith, Indiana pumping 
station for shipment to Buffalo, New York. Since 1968 a small amount of crude oil from southwestern 
Ontario oil fields has been received by tank truck at the Company’s Sarnia pumping station for shipment 
to the Toronto area. Shipments of natural gas liquids, which contain a mixture of propane, butane and 
condensate, commenced during 1970 from Edmonton for delivery to Sarnia. To meet the differing re- 
quirements of refineries, 31 types of crude oil and natural gas liquids were transported by the System 
in the first nine months of 1970. 


During the first nine months of 1970, 33 shippers tendered crude oil and other liquid hydrocarbons 
to the System for shipment. Imperial Oil Limited, Shell Canada Limited, Gulf Oil Canada Limited, 
Texaco Canada Limited, Ashland Oil & Refining Company and Mobil Oil Corporation accounted for 
approximately 18%, 11%, 9%, 7%, 7% and 7% respectively of total System revenues. No other shipper 
accounted for more than 5% of such revenues. 


Canadian Reserves and Production 

Proved reserves of liquid hydrocarbons in the Prairie Provinces have risen steadily since the dis- 
covery of the Leduc oil field in 1947. The growth of proved liquid hydrocarbon reserves in these provinces 
(excluding the Athabasca tar sands and certain deposits of heavy oils) during the five years ended Decem- 
ber 31, 1969 is indicated by the following table: 


Liquid hydrocarbon reserves in Prairie Provinces 


1965 1966 1967 1968 1969 
(millions of barrels as of December 31) 
ALD OETA A Ae le Be cae hes lt et 6,672 7,929 8,356 8,842 9,393 
Saskatchewan sage ae a.o oe 670 706 to 730 697 
I eaheslerck. 2 8 Ke RAI ce. eee ee 41 58 66 68 64 
Pal Va Aeinkss ttt e 7,383 8,693 9,159 9,640 10,154 


Source: Canadian Petroleum Association, 1969 Statistical Year Book 


Liquid hydrocarbon production in the Prairie Provinces (excluding synthetic crude oil production 
from the Athabasca tar sands) during the five years ended December 31, 1969 was reported as follows: 


Liquid hydrocarbon production in Prairie Provinces 


1965, 1966 1967 1968 1969 
(millions of barrels) 

WNL Dera rae ales sh, aan eS 226 249 281 307 343 

Sek aEChe Water ee en ce as 89 95 94 94 89 

Wes S08 Ce] be Mena 8, os Sy es Se 5 5 6 6 6 

FOCAL DS, | Ree ats tse tars 320 349 381 407 438 


aN 
(=) 
cay 
i 
oo 
co 


Source: Canadian Petroleum Association, 1969 Statistical Year Book 


Synthetic crude oil production from the Athabasca tar sands, which commenced late in 1967, amounted 
to 5.7 million barrels in 1968 and 10.1 million barrels in 1969. 


The Company anticipates that the production potentially available for transportation through the 


System will continue to be in excess of the System’s effective capacity following completion of the 1971 
construction program. 


The Company and Lakehead do not own any liquid hydrocarbon reserves or engage in the production 
of liquid hydrocarbons. 


Deliveries 


Deliveries from the System are made principally in the Province of Ontario and in the Great Lakes 
area of the United States to refineries as well as to other pipe line companies. Within these areas are located _ 
major refining centres near Sarnia and Toronto, Ontario; the Chicago area of Illinois and Indiana; Detroit, 
Michigan and Toledo, Ohio. Deliveries in Canada and the United States during the five years and nine 
months ended September 30, 1970 are indicated by the following table: 


System deliveries 


Nine months 
1965 1966 1967 1968 1969 1970 


(average barrels per day) 


Canada 
JNM picia ey ¢ ea eee eee eae 16,975 2S? 11,344 TOW 10,657 15,410 
Saskatchewan-Manitoba. . 89,143 94,565 95,706 96,581 100,847 97,634 
intact Okt ae Me enw Mose Saul 308,226 320,145 317,969 338,624 Bo 192.70 368,981 
etal Canadawec era... 414,344 426,962 425,019 445,456 462,774 482,025 


United States 


Minnesota-Wisconsin..... 85,318 94,054 STS a 116,196 135,451 138,744 
Ilinois-Indiana........... — -—— = — — 47,978 
Michigan-Ohioy.@ 250... 31,862 44,159 60,344 96,847 105,540 123507 
New York-Pennsylvania. . 26,521 39,769 54,556 58,228 72,206 85,558 
Total United States. . 143,701 177,982 2A 271 Peele tia| 313,197 395,787 

eOtal Meee as. ete eee ek 558,045 604,944 637,290 110,127 775,971 877,812 


Deliveries in Canada amounted to approximately 55% of total System deliveries during the first 
nine months of 1970, with Ontario accounting for approximately 42% of total deliveries. The System 
delivers substantially all the crude oil requirements of the refineries in Saskatchewan, Manitoba and 
Ontario. Deliveries in Alberta are made to Trans Mountain Oil Pipe Line Company at Edmonton for 
further shipment to west coast refineries in Canada and are also made through a connecting pipe line to 
Lloydminster; deliveries in Saskatchewan and Manitoba are made directly or through connecting pipe 
lines to refineries at Regina, Moose Jaw and Saskatoon, Saskatchewan, and at Winnipeg, Manitoba; 
and deliveries in Ontario are made directly to refineries near Sarnia and Toronto. 


Deliveries in the United States during the first nine months of 1970 amounted to approximately 
45% of total System deliveries. Refineries served in the United States, directly or through connecting pipe 
lines, are located at St. Paul and Wrenshall, Minnesota; Superior, Wisconsin; West Branch, Bay City, 
Alma, Trenton and Detroit, Michigan; Toledo and Canton, Ohio; Buffalo, New York; and Warren, 
Pennsylvania. Through connecting pipe lines, deliveries were made for the first time in 1970 to refineries 
located in the Chicago area, Fort Wayne and Laketon, Indiana and Carson City, Michigan. 


The System delivered 283.2 million barrels in 1969 which the Company estimates represented 
approximately 59% of the total Canadian liquid hydrocarbon production in that year. 


Tariffs 


The Company and Lakehead have maintained joint tariffs for shipment over the System which are 
filed, where applicable, with the National Energy Board of Canada or the United States Interstate Com- 
merce Commission. Charges for oil delivered by the System are paid to the Company which, in turn, pays 
Lakehead its share under the joint tariffs. 


The System’s tariffs, which were first established on November 10, 1950, have been voluntarily 
reduced from time to time. When first established, the tariff for transportation of light gravity oil from 
Edmonton to Superior was 54¢ per barrel and, in addition, the System was entitled to 1% of all oil received 
to cover handling and evaporation losses. In 1953 the rate from Edmonton to Sarnia was established at 64¢ 
per barrel. At the present time rates per barrel from Edmonton are 36.3¢ to Superior and 48¢ to Sarnia, 
and the 1% allowance for handling and evaporation losses has been eliminated. Separate tariff schedules 
with appropriate rates are also published for heavier grades of crude oil and for natural gas liquids. The 
tariffs for delivery in Ontario and most of the tariffs for delivery in the United States are payable one-half 
in Canadian currency, or its equivalent in United States currency, and one-half in United States currency, 
or its equivalent in Canadian currency. 


Competition 

The System constitutes the only crude oil trunk pipe line running to eastern markets from the oil 
fields of western Canada. The gathering systems and other trunk lines in the Canadian provinces served 
by the System are complementary to and do not compete with the System. If major oil discoveries are 
made off the east coast of Canada, some changes in supply patterns might develop for the Ontario market. 


In the United States the System encounters significant competition from a variety of common carrier 
and other crude oil and product pipe lines including a 40 inch pipe line system (‘‘Capline’’) which trans- 
ports crude oil a distance of 630 miles from the producing areas of Louisiana and Mississippi to Patoka, 
Illinois (a point about 200 miles south of Chicago) and a 200 mile, 26 inch connecting pipe line to Chicago 
(“‘Chicap’’). In addition, various oil companies and others have announced plans to construct or expand 
product pipe lines from Texas and Louisiana Gulf Coast refineries to the Chicago and other midwest 
markets. 


Canadian and United States Oil Policies 


Deliveries through the System are subject to the national oil policies of Canada and the United 
States. The Canadian national oil policy has had the effect of reserving substantially all of the Ontario 
market to products manufactured from Canadian crude oil. The regulations implementing this policy were 
recently amended following a judgment of the Exchequer Court of Canada that such regulations were 
unconstitutional. The constitutionality of the amended regulations was subsequently upheld in a further 
judgment of the Exchequer Court of Canada. Leave to appeal this further judgment to the Supreme 
Court of Canada has been granted. 


The United States import policy as promulgated by Presidential Proclamation No. 3279 dated March 
10, 1959, as amended, in general limits total crude oil imports into specified districts in the United States 
east of the Rocky Mountains to approximately 12% of estimated production in such districts. As indicated 
in such Proclamation, this policy is based upon findings that adjustments in the imports of crude oil 
were necessary so that such imports would not threaten to impair the national security of the United States. 
Prior to March 10, 1970 overland imports from Canada and Mexico were exempt from the provisions of 
Presidential Proclamation No. 3279 but were nevertheless subject to voluntary restraints designed to 
hold such overland imports in line with orderly market growth. On March 10, 1970 the President issued 
a Proclamation amending Proclamation No. 3279 and specifically limiting the amount of crude and un- 
finished oils imported from Canada into Districts I to IV, east of the Rocky Mountains, to 395,000 
average barrels daily during the period March 1, 1970 through December 31, 1970. On September 29, 
1970 it was announced in Washington that action is being taken to exempt natural gas liquids imported 
from Canada from the 395,000 barrels per day limitation fixed by the Proclamation of March 10, 1970. 
It is expected that such action will have the effect of increasing imports into the said Districts I to IV 
by some 40,000 barrels per day. The Proclamation of March 10, 1970 and the earlier voluntary restraints 
program have had the effect of limiting the amount of Canadian crude oil which might otherwise have been 
delivered in the United States. 


Special Project 


Following the discovery of oil on the North Slope of Alaska and in the light of the promising prospects 
of significant oil accumulations in the Mackenzie River Delta, the Company in 1969 joined with others 
in the oil and pipe line industry to form Mackenzie Valley Pipe Line Research Limited. The purpose of 
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this company is to determine the technical and economic feasibility of constructing and operating a 
large diameter crude oil pipe line from the North Slope of Alaska to Edmonton. Extensive research studies 
have been undertaken and are continuing. 


Regulation 
National Energy Board 


The Company operates the Canadian section of the System under the provisions of the National 
Energy Board Act which in effect means that it operates as a common carrier. By virtue of that Act the 
National Energy Board has regulatory authority over the location, construction and operation of pipe lines 
for the interprovincial and extraprovincial transportation of oil or gas, and over all matters relating to 
traffic, tolls or tariffs. The Board requires that all tariffs be filed with the Board and all such tariffs have 
been so filed. No hearings have been held to date for the purpose of considering the tariffs charged. 


Interstate Commerce Commission of the United States 


Lakehead is an interstate common carrier within the meaning of the Interstate Commerce Act of the 
United States. Under that Act the Interstate Commerce Commission has regulatory authority over the 
rates, regulations and other practices of common carrier oil pipe lines. The Commission requires that all 
tariffs for deliveries to points in the United States be filed with the Commission and all such tariffs have 
been so filed. 


Michigan Public Service Commission 


The Michigan Public Service Commission has jurisdiction over the location, construction and opera- 
tion in Michigan of the pipe line of Lakehead and the issuance of securities by Lakehead. 


United States Presidential Permits 


Lakehead has received all necessary permits from the President of the United States authorizing it to 
make and maintain its oil pipe line crossings of the international boundary between the United States and 
Canada. The permits recite that they may be terminated or amended by the President, and that they are 
subject to orders issued by United States Government agencies with respect to the oil transported by 
Lakehead’s portion of the System. 


United States Pipe Line Consent Judgment 


A consent judgment entered December 23, 1941, in a civil action entitled ‘‘United States of America, 
Plaintiff, vs. the Atlantic Refining Company, et al., Defendants” (Number 14060) in the United States 
District Court for the District of Columbia, by its terms bound, as defendants, most of the principal 
common carrier pipe line companies then operating in the United States and certain related companies. 
The judgment, in paragraph III, provides that ‘‘defendant common carrier’’ pipe lines (defined to include 
defendant pipe line companies and other pipe line companies then or thereafter having specified relation- 
ships to defendants) may not, subject to certain exceptions, pay or credit, directly or indirectly, to any 
“shipper-owner”’ (defined to include defendants and their subsidiaries and other controlled corporations) 
in any calendar year any earnings, dividends, sums of money, or other valuable considerations derived 
from transportation or other common carrier services which in the aggregate exceed such shipper-owner’s 
share of 7% of the valuation (determined as specified) of the common carrier’s pipeline property owned 
and used for common carrier purposes. The judgment contains provisions requiring the defendant common 
carrier pipe lines to retain net earnings derived from transportation or other common carrier services in 
excess of the amounts permitted to be credited or paid, with limitations on the use of such retained earn- 
ings. Such earnings may be used (1) for extending existing or constructing or acquiring new common carrier 
facilities (which may not thereafter be included as part of the valuation on which the 7% is calculated), 
(2) for maintaining normal and reasonable working capital requirements during the current calendar year, 
and (3) for retiring debt outstanding at the time the judgment was entered providing such debt or refunded 
debt was originally incurred for the purpose of, and the proceeds thereof expended in, constructing or 
acquiring common carrier property. The judgment permits the distribution of the retained portion of such 
earnings to stockholders of the corporation which owns and controls the common carrier pipe line in case 
of dissolution, sale, transfer or divorcement of the common carrier pipe line. 
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Certain companies directly or indirectly owning portions of the Company’s outstanding stock are 
or may be defendants in the action or among the other companies falling within the scope of the judgment. 
By letter of February 24, 1953, the Company was advised that it was the view of the’ United States 
Department of Justice that payments from Lakehead to the Company are not subject to the limitations 
of paragraph III of the judgment. Lakehead has, however, in compliance with other provisions of the judg- 
ment, reported annually to the Attorney General of the United States the valuation used as an earnings 
base, the total earnings available for distribution to the Company, and the amounts paid or credited to 
the Company. 


Pending Legal Proceedings 


The State of Michigan has issued assessments and re-assessments against Lakehead for franchise 
taxes for the years 1957 through 1970. This tax, levied under Act 15 of Michigan Public Acts of 1921, as 
amended, purports to impose an annual fee upon all corporations for the privilege of doing business in 
Michigan. Michigan counsel for Lakehead, Messrs. Butzel, Eaman, Long, Gust and Kennedy of Detroit, 
has advised that assessments under this Act are unconstitutional when imposed upon corporations en- 
gaged solely in interstate and foreign commerce. Lakehead states that all of its business and operations in 
Michigan are solely in interstate and foreign commerce. 


On December 30, 1969 Lakehead commenced an action in the Circuit Court for the County of 
Ingham, State of Michigan against the Michigan Department of Treasury and Allison Green, as State 
Treasurer, to set aside the assessments for the years 1957 through 1967 (the only years which had been 
assessed and re-assessed to that date) and for a declaration that such assessments are void and of no 
effect. The total amount involved in the assessments, re-assessments and interest for the period January 1, 
1957 through September 30, 1970 (net after income tax) is $1,045,000 and Lakehead has made provision 
for this amount in its accounts. For the annual accruals of this amount see Note 10 of ‘‘Notes to Con- 
solidated Financial Statements” on page 23. 


First Mortgage and Collateral Trust Bonds 


The property of the Company now owned or hereafter acquired is and will be subject to the first 
fixed and specific mortgage, pledge and charge and the first floating charge of the Deed of Mortgage and 
Trust dated as of October 1, 1949 as supplemented and amended (the ‘‘bond trust deed’’) securing the 
outstanding first mortgage and collateral trust bonds of the Company. No additional bonds may be issued 
under the bond trust deed. The Company has pledged with the trustee under the bond trust deed all of 
the issued first mortgage pipe line bonds of Lakehead. Lakehead’s bonds are secured by fixed charges on 
the property of Lakehead substantially similar to the fixed charges securing the first mortgage and col- 
lateral trust bonds of the Company. No additional bonds may be issued by Lakehead. 


Details of the Offering 


The following is a brief summary of the material attributes and characteristics of the 934% Sinking 
Fund Debentures, Series B (the ‘Series B Debentures’) offered by this prospectus. This summary does 


not purport to be complete and is qualified in its entirety by reference to the Trust Indenture referred to 
below. 


Payment and Denominations 


The principal of and half-yearly interest (June 1 and December 1) and redemption premium, if 
any, on the Series B Debentures will be payable in lawful money of Canada at any branch in Canada of 
the Company’s bankers at the holder’s option. Series B Debentures in definitive form are expected to be 
available for delivery on or about December 8, 1970 as coupon debentures registrable as to principal only 


in the denomination of $1,000 and as fully registered debentures in denominations of $1,000 and 
authorized multiples thereof. 


Indenture 
The Series B Debentures will be issued pursuant to the provisions of a trust indenture made as of 


October 1, 1966 between the Company and Montreal Trust Company, as Trustee, and a supplemental 
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indenture to be made as of December 1, 1970. Such trust indenture and supplemental indenture are herein 
referred to as the “Trust Indenture’. The Series B Debentures will, in the opinion of counsel, be direct 
obligations of the Company but will not be secured by any mortgage, pledge or other charge. The Series 
B Debentures will rank equally (except as to sinking funds pertaining exclusively to any particular 
series of debentures) with the outstanding 6% Sinking Fund Debentures, Series A due November 1, 
1986, and all additional debentures to be issued and outstanding from time to time under the Trust Inden- 
ture. 


Certain Provisions of the Trust Indenture 


The Trust Indenture will contain provisions permitting the issuance from time to time of additional 
debentures thereunder without limitation as to aggregate principal amount. 


In addition to other covenants, the Trust Indenture will contain covenants of the Company sub- 
stantially to the effect that: 


(1) solong as any of the Series B Debentures are outstanding, the Company will not, and will not 
permit any Subsidiary to, issue or become liable (other than to the Company or a Wholly-owned 
Subsidiary) on any additional debentures or any other Funded Obligations, as the case may be, 
unless, after giving effect thereto: 


(i) the average annual Consolidated Net Earnings of the Company and its Subsidiaries 
for the two fiscal years immediately preceding the date of such issue or immediately 
preceding the Company or a Subsidiary so becoming liable, as the case may be, shall 
have been at least equal to twice the aggregate annual interest requirements on all 
Consolidated Funded Obligations of the Company and its Subsidiaries; and 


(ii) the aggregate principal amount of Consolidated Funded Obligations of the Company 
and its Subsidiaries does not exceed 75% of the Total Consolidated Capitalization of 
the Company and its Subsidiaries; and 


(2) the Company will not create, assume or suffer to exist any mortgage, lien or other encum- 
brance on any of its assets to secure any bonds, debentures or other obligations (other than the 
presently outstanding first mortgage and collateral trust bonds) unless at the same time it shall 
secure equally and rateably therewith all of the debentures then outstanding under the Trust 
Indenture, and the Company will not permit any Subsidiary to create, assume or suffer to exist any 
mortgage, lien or other encumbrance on any of the assets of such Subsidiary to secure any bonds, 
debentures or other obligations (other than Lakehead’s first mortgage pipe line bonds) unless at the 
same time such Subsidiary shall secure equally and rateably therewith all Funded Obligations of such 
Subsidiary then outstanding and unless such Subsidiary has unsecured Funded Obligations then 
outstanding; provided that this covenant will not apply to nor operate to prevent, among other things, 
any security (except on fixed assets) given in the ordinary course of business to any bank or banks or 
others to secure any Indebtedness payable on demand or maturing within 18 months of the date such 
Indebtedness is incurred or of the date of any renewal or extension thereof, or the giving or assumption 
of any Purchase Money Mortgage. 


Sinking Funds 

The Company will covenant to establish a mandatory sinking fund to provide for the retirement of 
60% of the principal amount of Series B Debentures prior to maturity. Such sinking fund will provide for 
the retirement of $2,400,000 principal amount of the Series B Debentures on December 1 in each of the 
years 1975 to 1989 inclusive. 

In addition to the above-mentioned mandatory sinking fund retirements, the Company will have the 
right to make payments, by way of a non-cumulative optional sinking fund, sufficient to retire on any 
sinking fund payment date up to $600,000 principal amount of the Series B Debentures in each of the 
years 1980 to 1989 inclusive. 

The Series B Debentures will be redeemable for mandatory or optional sinking fund purposes at the 
principal amount thereof plus accrued interest to the date fixed for redemption. 
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The Company is to be entitled to purchase Series B Debentures in the market or by tender or by 
private contract at prices not exceeding the redemption price current at the time of purchase in respect 
of Series B Debentures redeemed otherwise than out of sinking fund moneys, plus accrued interest and 
costs of purchase. All Series B Debentures purchased or redeemed (except Series B Debentures purchased 
or redeemed out of sinking fund moneys) shall, notwithstanding the cancellation thereof, be available 
to the Company as a sinking fund credit which at the election of the Company may be applied as a sinking 
fund credit at the principal amount thereof (to the extent not theretofore applied) in satisfaction in whole 
or in part of mandatory sinking fund payments payable thereafter. 


Redemption 


The Series B Debentures will not be redeemable prior to December 1, 1985, for other than sinking 
fund purposes, unless the Company shall have filed with the Trustee a certified copy of a resolution of its 
Directors declaring that such Series B Debentures are being redeemed otherwise than as a part of a re- 
funding or anticipated refunding operation involving the application, directly or indirectly, of funds 
borrowed in connection with or in anticipation of such refunding operation having an interest rate or cost 
to the Company of less than 934% per annum. Subject to the foregoing, the Series B Debentures are to 
be redeemable, at the option of the Company, otherwise than out of sinking fund moneys, at any time in 
whole or from time to time in part, on not less than 30 days’ notice, at prices equal to the following per- 
centages of the principal amount thereof, together in each case with accrued interest to the date specified 
for redemption: 


If redeemed If redeemed If redeemed 
in the 12 in the 12 in the 12 
months ending months ending months ending 
December 1 Percentage December 1 Percentage December 1 Percentage 
1971 109.375 1978 105.75 1985 102.25 
1972 108.75 1979 10S225 1986 101.75 
1973 108.25 1980 104.75 1987 101.25 
1974 107.75 1981 104.25 1988 100.75 
1975 107.25 1982 103.75 1989 100.00 
1976 106.75 1983 103.25 1990 100.00 
1977 106.25 1984 102.75 


The Trust Indenture will provide that Series B Debentures redeemed or purchased are to be can- 
celled and not reissued. 


Modification 


The rights of a debenture holder under the Trust Indenture may be modified if authorized by an 
extraordinary resolution. The term “extraordinary resolution’’ will be defined in the Trust Indenture to 
mean, in effect, a resolution passed by the affirmative vote of the holders of 75% in principal amount of 
the debentures represented and voting at a meeting of debenture holders or an instrument or instruments 
in writing signed by the holders of 75% in principal amount of the debentures. In certain cases, the modi- 


fication requires separate assent by the holders of 75% in principal amount of debentures of a particular 
series. 


Definitions 
The Trust Indenture will contain various definitions, including definitions to the following effect: 


“Consolidated Net Earnings’ for any specified period means the aggregate excess, during such 
specified period, of (i) the gross earnings of the Company and its Subsidiaries and dividends (other than 
stock dividends) received from other corporations, interest, revenues and other income derived from all 
sources (exclusive of gains on the disposal of fixed assets, investments (except any investment which is 
disposed of not more than 18 months after the acquisition thereof) and other similar items to the extent 
the aggregate consolidated gains exceed $100,000)—over (ii) all administration, selling and other operat- 
ing expenses of every character (exclusive of losses on the disposal of fixed assets, investments (except 
any investment which is disposed of not more than 18 months after the acquisition thereof) and other 


12 


similar items to the extent the aggregate consolidated losses exceed $100,000, and exclusive of amor- 
tization of debt premium, discount and expense), including, but without limiting the generality of the 
foregoing, insurance premiums, interest (other than interest on Funded Obligations) rentals, fees, rea- 
sonable allowance for depreciation and/or obsolescence, taxes (other than income and profits taxes) 
and reasonable provision for bad and doubtful debts; all as computed on a consolidated basis in accor- 
dance with generally accepted accounting practice and reported upon by the auditors of the Company 
without, in their opinion, material adverse qualification; provided that no deduction shall be made for 
minority interests; 


“Funded Obligations’? means all Indebtedness, including Purchase Money Mortgages, created, 
assumed or guaranteed which matures by its terms on, or is renewable at the option of the obligor to, 
a date more than 18 months after the date of the original creation, assumption or guarantee thereof; 


“Indebtedness” means and includes all items of indebtedness which in accordance with generally 
accepted accounting practice would be included in determining total liabilities as shown on the liability 
side of a balance sheet as at the date as of which Indebtedness is to be determined, but in any event in- 
cluding, without limitation, (1) obligations secured by any mortgage, hypothec, pledge or lien existing on 
property owned subject to such mortgage, hypothec, pledge or lien, whether or not the obligations secured 
thereby shall have been assumed, and (2) guarantees, endorsements (other than endorsements for collec- 
tion in the ordinary course of business) and other contingent obligations in respect of, or any obligations 
to purchase or otherwise acquire or service, obligations of others, but not including the amount of any 
provision for deferred taxes on income; 


‘Purchase Money Mortgage’’ means any mortgage, lien or other encumbrance created to secure, 
or assumed as, all or any part of the purchase price of property acquired by the Company or a Subsid- 
lary subsequent to October 1, 1966 and any extensions, renewals or refundings of any such mortgage, 
lien or encumbrance upon the same property, provided that the principal amount of the Indebtedness 
secured thereby outstanding at the date of such extension, renewal or refunding is not increased; 


‘“‘Subsidiary’’ means any corporation of which there is owned, directly or indirectly, by or for the 
Company and/or by or for any corporation in like relation to the Company, Voting Shares which, in the 
aggregate, entitle the holders thereof to cast more than 50% of the votes which may be cast by the holders 
of all the outstanding Voting Shares of such first mentioned corporation for the election of its directors 
and includes any corporation in like relation to a Subsidiary; 


‘Total Consolidated Capitalization” of the Company and its Subsidiaries means, without duplication, 
the sum of (i) the principal amount of all Consolidated Funded Obligations of the Company and its 
Subsidiaries at the time outstanding, and (ii) the total capital represented by the capital stock of the 
Company at the time outstanding, based, in the case of shares having a par value, upon their par value, 
and, in the case of shares of no par value, upon the value stated on the books of the Company, plus the 
total amount of (or less the amount of any net deficits in) the contributed or capital surplus and retained 
earnings of the Company and its Subsidiaries and the amount of any provision for deferred taxes on 
income as shown on a consolidated balance sheet of the Company and its Subsidiaries prepared on a con- 
solidated basis, in accordance with generally accepted accounting practice after adding back the amount 
shown on the consolidated balance sheet of the Company and its Subsidiaries for minority interests ap- 
plicable to Subsidiaries and eliminating all intercorporate items, and plus the amount of any premium on 
capital stock of the Company not included in its surplus, and less the amount, if any, by which the capital 
account of the Company or the consolidated surplus account of the Company and its Subsidiaries has at 
any time been increased as a result of a restatement of the amount at which any assets of the Company 
or a Subsidiary are recorded on its books. The amount of Total Consolidated Capitalization of the Com- 
pany and its Subsidiaries at any time shall be ascertained in Canadian dollars. 


Plan of Distribution 


Under an agreement dated November 12, 1970 between the Company and Wood Gundy Securities 
Limited and McLeod, Young, Weir & Company Limited (the “‘Underwriters’’), the Company has agreed to 
sell and the Underwriters have jointly and severally agreed to purchase on December 8, 1970 subject to 
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the terms and conditions stated therein, all but not part of the $60,000,000 aggregate principal amount 
of Series B Debentures offered by this prospectus at a price equal to 98.55% of the principal amount thereof 
plus accrued interest from December 1, 1970 to the date of delivery, payable in cash to the Company 
against delivery of such Debentures. The obligations of the Underwriters under such agreement may be 
terminated at their discretion on the basis of their assessment of the state of the financial markets and may 
also be terminated upon the occurrence of certain stated events. 


Interest Requirements 


The maximum annual interest requirements of the consolidated long term debt of the Company 
and subsidiary companies to be outstanding after giving effect to the present financing will amount to 
$21,510,000 per annum, which requirements will decrease as sinking funds operate and as long term debt 
matures. Consolidated earnings, after provision for depreciation and amortization but before interest and 
discount on long term debt and provision for income taxes, for the year ended December 31, 1969 amounted 
to $65,157,000 and for the five years and nine months ended September 30, 1970 averaged $59,529,000 
per annum, being approximately 3.0 times and 2.8 times, respectively, the said maximum annual interest 
requirements. 

Asset Coverage 


The consolidated net tangible assets of the Company and its subsidiary companies as at September 30, 
1970 as shown by the accompanying unaudited balance sheet and after giving effect to the issuance of 
the Series B Debentures and the prepayment of the bank loan due July 1, 1971 are estimated to be as 
follows: 


Investment in pipe line transportation system, at Cost... 10cm ee $598,754,000 
Less—accumulated depreciation: 126.2... s. 502s 164,743,000 
Net investment in pipe line transportation system sen-.52- aoe. ee ee ee 434,011,000 
Current assets. s.occ5 Boag ounce vals Gas ss eS <a es ann or 22,894,000 
456,905,000 
Less—current liabilities (excluding current maturities on long term debt)...... 20,047,000 
436,858,000 

Estimated net proceeds from sale of Series B Debentures (this issue) $59,030,000 
Less—prepayment of bank loan due July 1, 1971).... 2... 55. 20,000,000 39,030,000 
Consolidated net tangible assets 72.0... 45. a6 see es ae ee ee $475,888,000 


Notre: Deferred income taxes and deferred investment tax credits in the amounts of $47,098,000 and $9,579,000 respectively 
eates in the consolidated balance sheet at September 30, 1970 have not been deducted in arriving at consolidated net 
tangible assets. 


These consolidated net tangible assets of $475,888,000 are equivalent to $1,551 for each $1,000 of 
the $306,892,000 principal amount of consolidated long term debt of the Company and its subsidiary 
companies to be outstanding as at September 30, 1970 after giving effect to the issue of the Series B Deben- 
tures and the prepayment of the bank loan due July 1, 1971. 


Directors and Officers 


The names, principal occupations and home addresses of the officers and directors of the Company are: 


Directors 


JoHN FRANK BooKout................ President and’ Director),.......-5 1 Benvenuto Place 
Shell Canada Limited Toronto 190, Ontario 

JERRY ALBERT COGAN. ec eee Senior Vice-President and....... 90 Cortleigh Boulevard 
Director, Imperial Oil Limited | Toronto 310, Ontario 

JOHN WILLIAMSON HAMILTON, Q.c......Vice-President and Director... .. 68 Highland Crescent 
Imperial Oil Limited Willowdale 431, Ontario 
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Directors 


JAMES GEORGE LIVINGSTONE.......... Vice-President and Director..... 280 Lytton Boulevard 
Imperial Oil Limited Toronto 305, Ontario 

JOHN WILLIS MORGANS Sos .02...4..0a. Vice-President, Gulf Oil......... 10 Benvenuto Place 
Canada Limited Toronto 190, Ontario 

RALPH DOUGLAS PARKER. ou. a). He. Consultant, former Senior....... East Penthouse 
Vice-President and Director The Colonnade 
The International Nickel 131 Bloor Street West 
Company of Canada, Limited Toronto 181, Ontario 

WILLTAM HAROLDUR BAs ate. elo. eh. che Chairmanvot the Boardy,4-e..9.527 Blyth iil Road 
Great Canadian Oil Sands Toronto 315, Ontario 
Limited 

ROBE Riri Ate N: COND par. ako ane eo President and Managing........837 Talbot Street 
Director, London Life London, Ontario 


Insurance Company 


DAVID, GEORGE: WALDON . 4.5.5. 2.06 6 eae aes President, Interprovincial.... ...300 Oriole Parkway 
Pipe Line Company Toronto 197, Ontario 
WIEISAN IP RICENWILDER «sees ae de. President and Director.......... 179 Warren Road 


Wood Gundy Securities Limited Toronto 195, Ontario 


GORDON DORWARD DESALABERRY 
VWIOPHERSPOON MO. Con artic kane tetas © Executive Vice-President........ 5 Whitney Avenue 
and Director, Eaton’s of Toronto 287, Ontario 
Canada Limited 


During the last five years all the directors have been employed in various capacities by the companies, 
including their affiliates, indicated opposite their names. Mr. Wilder is president, a director and share- 
holder of Wood Gundy Securities Limited, which is a party to the underwriting agreement referred to 
under ‘‘Plan of Distribution” on page 13. 


Officers 
DAVID GGEORGE) WALDON.. tate ao: Presidente’ con. aac oa abe 300 Oriole Parkway 
Toronto 197, Ontario 
NOUMNAWIELIAMSON LLAMILTON@-Cre.. .. Vice-l resident... a5 aes.) Sees 68 Highland Crescent 
Willowdale 431, Ontario 
ROBERT KNEELAND HEULE.....%.. 0.55 Wace-Presidentcande an orate wanes 9028-138 Street 
General Manager Edmonton 51, Alberta 
BL ONSTAR AGEL Dye 8 eee tens atacct Aboracien a ted o,etn RRS Secreiary-lreasureta.ss san a8 vo: 199 Burbank Drive 
Willowdale 432, Ontario 
ROBERT BURDETTE BURGESS, Q.C....... General:Gounselssc iis see aoe 74 Rykert Crescent 
Toronto 350, Ontario 
FREDERICK BARR NEWTON............ Assistantyl reasurer muse ao ape & 18 Orkney Crescent 
Islington 676, Ontario 
EDWARD GORDON SHEASBY...........-.- Assistant General Counsel....... 3708 Beachollow Crescent 


and Assistant Secretary Mississauga, Ontario 


During the last five years all the officers have been employed in various capacities by the Company 
or subsidiaries with the exception of Mr. Hamilton and Mr. Sheasby. Mr. Hamilton receives no remu- 
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neration for the office of Vice-President of the Company and during this period has been employed by 
Imperial Oil Limited. Prior to November 1966, Mr. Sheasby was employed by Trans Mountain Oil Pipe 
Line Company. 


Remuneration of Directors and Senior Officers 


The aggregate direct remuneration paid or payable by the Company and its subsidiaries to directors 
and senior officers of the Company during the fiscal year completed December 31, 1969, was $178,892 
and for the nine months ended September 30, 1970 was $142,437. 


The aggregate of all remuneration payments (other than those reported in the preceding paragraph) 
made by the Company and its subsidiaries to directors and senior officers during the fiscal year com- 
pleted December 31, 1969, was $7,290 and for the nine months ended September 30, 1970, was $5,784. 
Such payments consisted solely of contributions under the Employees’ Savings Plan. It cannot be stated 
as a specific amount what payments are proposed to be made in the future. Under the terms of the Plan, a 
regular full-time employee, participating in the Company’s Retirement Plan, may allocate up to 5% of his 
monthly salary to a fund, dependent on his length of service with the Company, and the Company agrees 
to contribute to the fund an amount equal to the employee’s allocation. 


The estimated aggregate cost to the Company and its subsidiaries in 1969 of all pension benefits 
proposed to be paid directly or indirectly by the Company or any of its subsidiaries to directors and senior 
officers of the Company under its existing pension plan in the event of retirement at normal retirement 
age was $17,775. 


Options to Purchase Shares 


Under the Company’s Employee Incentive Stock Option Plan, 250,000 authorized shares of the 
capital stock of the Company have been reserved for issuance upon the exercise of stock options which 
may be granted to full-time key employees of the Company and its subsidiaries at a price not less than 
90% of the closing market quotation of the Company’s shares on the day an option is granted. Options 
may be granted for a term not exceeding ten years and are exercisable only after one year of continuous 
employment from the date of grant. During the period January 1 to September 30, 1970 options on 1,500 
shares were exercised for a cash consideration of $25,500. At September 30, 1970 there were outstanding 
options on 143,000 shares as follows: 


Full-time All other Market value 
senior officers employees of Exercise per share at 
of the Company the Company price per date of grant Normal 
and subsidiaries and subsidiaries share (1) expiry date 
29,000 64,000 $17.00 $18.875 April 8, 1979 
10,500 39,500 20.50 22.625 April 7, 1980 


(1) On September 30, 1970 the market value per share on The Toronto Stock Exchange was $24.625. 


Certain Holders of Securities 


As at September 30, 1970 Imperial Oil Limited, a subsidiary of Standard Oil Company (New Jersey), 
owned of record and beneficially 8,400,000 shares (approximately 33%) of the outstanding capital stock 
of the Company. 


As at September 30, 1970 the directors and senior officers of the Company, as a group, beneficially 
owned directly or indirectly approximately 0.1% of the outstanding capital stock of the Company. 


As at September 30, 1970 certain of the partners of Messrs. Osler, Hoskin & Harcourt, counsel for the 
Company, owned $8,000 principal amount of 6% Sinking Fund Debentures, Series A of the Company, 
warrants to purchase 50 shares of the capital stock of the Company and 1,663 shares of the capital stock 
of the Company; and a partner of Messrs. Borden, Elliot, Kelley & Palmer, counsel for the Underwriters, 
owned 100 shares of the capital stock of the Company. 
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Dividend Record 


The Company has paid dividends on its outstanding shares in respect of its last five fiscal years and 
the nine month period ended September 30, 1970 as follows: 
Nine months 
1965 1966 1967 1968 1969 1970 


Peerichafe. aie eae een tcc ae. $0.69 $0.72 $0.72 $0.72 $0.72 $0.60 


Total amount (in thousands)... $17,551 $18,314 $18,315 $18,316 $18,316 $15,264 
*Adjusted to reflect a 5-for-1 subdivision of capital stock effective May 8, 1967. 


Material Contracts 


The only material contract entered into by the Company within the two years preceding the date 
hereof, other than contracts in the ordinary course of business, is the underwriting agreement dated 
November 12, 1970, between the Company and the Underwriters referred to under ‘‘Plan of Distribution”’ 
on page 13. 


Copies of the contract referred to above and of the supplemental indenture to be made as of December 
1, 1970, when executed, may be inspected at the head office of the Company at 10015-103 Avenue, 
Edmonton, Alberta and the executive office of the Company at 7 King Street East, Toronto, Ontario 
during ordinary business hours at any time during the period of primary distribution to the public of the 
securities offered by this prospectus and for a period of 30 days thereafter. 


Auditors, Transfer Agents and Registrars 


The auditors of the Company are Price Waterhouse & Co., 900 Royal Bank Building, 10117 Jasper 
Ave., Edmonton, Alberta. 


The Royal Trust Company at its principal offices in Halifax, Montreal, Toronto, Winnipeg, Regina, 
Edmonton and Vancouver, and Chemical Bank at its principal office in the City of New York, U.S.A. 
are the transfer agents for the shares of the Company. Montreal Trust Company at its principal offices in 
Halifax, Montreal, Toronto, Winnipeg, Regina, Edmonton and Vancouver and Bank of Montreal Trust 
Company, City of New York, U.S.A. are registrars for the shares of the Company. 


Bank of Montreal Trust Company is the registrar for the Company’s first mortgage and collateral 
trust bonds series C and D and The Royal Trust Company is the registrar for the Company’s first 
mortgage and collateral trust bonds series E. 


Montreal Trust Company is the registrar for the Company’s debentures and registers for the transfer 
of the Series B Debentures will be kept at the principal offices of Montreal Trust Company in Montreal, 
Toronto, Winnipeg, Edmonton and Vancouver. 
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Interprovincial Pipe Line Company 
and Subsidiary Companies 


Consolidated Balance Sheets 


(in thousands of dollars) 


CURRENT ASSETS: 


Term deposits with Canadian chartered banks.......... 


Oty Geth ch Oo cet 


Short term investments, at cost which is equivalent to market..... 


Accounts receivable— 
‘Transportation (ciat SeS ee. . nek ons einen ee ee 
Income tax recoverable (Note .))/a.c.. at ee ree 


Deposit for bond interest due October 1, 1970.......... 
Inventory of materials and supplies, at cost............ 
Prepaid expenses. x. vie cutee ee oe eee 

‘Total. Gurrent Assets ir Goa... Geren. eae 


OTHER ASSETS AND DEFERRED CHARGES: 


Pipe LINE TRANSPORTATION SYSTEM, at cost (Note 2)....... 
Less=Accumulated*depreciation.., -. a aerate ee ee 


CURRENT LIABILITIES: 
Accountsipaya ble stew, ah. cewa caus MeN: carne aeree Teeter 
Interest acerued).\ Abjieysecncot cone ie 2 cake eee ee eee 
Incomemnd otherstaxessaes, ates e en ee eee 
Long term debt due within one year (Note 3)........... 

TotaliCurnen tia bilstves. doc eae ee ete 

LonG; Term DeerTi( Notes) as oes oe - soni ee ee ee eee 

DEFERRED INCOME TAxES GNote4)5 9.6 oa ee eaten 

DEFERRED INVESTMENT TAX CREpDIT (Note 5) 


SHAREHOLDERS’ EQUITY: 
Capital stock (Note 6) 


(0) fen le! (ec MO OL 10) 'S 4igim uel ot tes,'s: 


ey eu iet ere) (oh ey wie. 


ole) a) Ve] ly @ (ops. 


oj Ge. 8) are, ies) ve. 


a} jae) fo si ¥e, 'e) ueiite) 


2 ims) ) ie) el os, 


fei fel Tec ee (8 fale! e, 


0 se. o) 14) fe, \0) del fee 


View ottalte Leman tune 


symp ye: vpie, <0) (e's fe 


0) je 26: tel inuiel cel) @) (6 


fa) ef ie Celis) ie ie! © 


Osha et Ve Metre 0/46, vs, 


he GO. beth oo 


io) fodct Vie) te “elreuies @ 


Authorized—$100,000,000 divided into 100,000,000 shares, 


par value $1 each 
—December 31, 1969—25,438,960 
—September 30, 1970—25,440,460 
Contributed surplus—premium on shares (Notes 6 and 7) 
Retained! earnings war «ce gare ee tee alt wc eae ee 
Total Shareholders’ Equity 


Issued 


Dieter CHeCmeCiCh CNCICY Och) Cuichacy axiety 


Approved on behalf of the Board: 


(Signed) D. G. WaLpon, Director 


The accompanying notes are part of the financial statements. 
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December 31, 
1969 


$ 2,370 
2,415 
3,304 


8,439 
P1389 
1,369 
2,185 
565 
21,836 


2,540 
635 
ey 


587,340 
152,015 
~ 435,325, 
$460,336 


$ 5,895 
3,614 
7,791 

15,026 

82326) 

265,184 
42,457 
10,257 


25,439 


20,076 
64,597 
LO i2 
$460,336 


September 30, 
1970 


(unaudited) 


polaDS L 
3,455 
5,534 


7,956 
228 
948 

2,411 
811 

22,894 


2,426 
550 
2,976 


598,754 
164,743 
434,011 
$459,881 


$ 3,490 
5,130 
11,427 
17,549 
37,596 
249,119 
47,098 
9,579 


25,441 
20,100 
70,948 
116,489 
$459,881 


(Signed) W. H. Rea, Director 


Interprovincial Pipe Line Company 
and Subsidiary Companies 


Consolidated Statements of Earnings 
(in thousands of dollars) 


Nine months ended 


Year ended December 31 September 30 
1965-1966. 1967 1968-1969 1969 1970 
INCOME: (unaudited) (unaudited) 
Transportation revenue............... $79,718 $87,787 $92,893 $105,532 $114,465 $84,102 $97,832 
Oper orie aera eke to et cased adc c ss 574 1,219 1,548 1,049 994 814 1,158 
80,292 89,006 94,441 106,581 115,459 84,916 98,990 
EXPENSES: 
Operating and administrative......... 15,833 19,217 22,384 25,665 25,404 18,209 19,701 
Taxes, other than income taxes........ 4,098 4,292 4,636 5,789 8,338 6,159 7,468 
Provision for depreciation (Note 2)..... 10,432 10,760 11,464 13,132 155525 11,526 13,025 
Interest on long term debt (Note 2).... 4,006 4,274 5,641 8,608 13,898 10,182 14,150 
Loss (gain) on foreign exchange (Note 1) 430 470 315 131 490 625 (477) 
Amortization of facilities to be retired 
(ONIGNOPA ic Soe ack Gene Grate cs — 1,586 1,219 545 545 409 — 
34,799 40,599 45,719 53,870 64,200 47,110 53,867 
EARNINGS BEFORE INCOME TAXES......... 45,493 48,407 48,722 Slt $1,259 37,806 45,123 
PROVISION For INCOME TAXES: 
Gurcentier ener aecito fe seismic sie 23,394 25,590 22,469 20,767 18,342 14,609 19,614 
WeferrediGNotev4)ao.. erie siete oe lee 1,642 418 2,478 4,706 7,883 Beri! 4,641 
Deferred investment tax credit, net 
(INGtERS irre cerca. cremate tel sceres « 121 (124) 1,250 3,904 608 (613) (747) 
25,157 25,884 26,197 29,377 26,833 19,767 23,508 
EARNINGS FORVOHE PERIOD. oes... caeaen. ° $201336 $225523 $22,525 $23,334 $24°426 $18,039 $21,615 


Consolidated Statements of Retained Earnings 
(in thousands of dollars) 


Nine months ended 


Year ended December 31 September 30 
1965 1966 1967 1968 1969 1969 1970 
(unaudited) (unaudited) 

BALANCE AT BEGINNING OF PERIOD........ $42,265 $45,050 $49,259 $53,469 $58,487 $58,487 $64,597 
Barmingsifomthe:period yarn ser: 20,336 225923 DO SPAS 23,334 24,426 18,039 21,615 
62,601 67,573 71,784 76,803 82,913 76,526 86,212 

Dividendsrpaiderieriartiaremer hak sere Neovo 18,314 18,315 18,316 18,316 Sis 15,264 
BALANCERAD ENDO DOR TOD nen riiiriale $45,050 $49,259 $53,469 $58,487 $64,597 $62,789 $70,948 


The accompanying notes are part of the financial statements. 
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Interprovincial Pipe Line Company 
and Subsidiary Companies 


Consolidated Statements of Source and Application of Funds 
(in thousands of dollars) 


Nine months ended 
Year ended December 31 September 30 


1965 1966 1967 1968 1969 1969 1970 
(unaudited) (unaudited) 


FUNDS WERE PROVIDED FROM THE FOLLOWING 
SOURCES: 


Barningsifor the perioda-pien ier $20,336 $22,523 $22,525 $23,334 $24,426 $18,039 $21,615 


Add: Non-cash charges and (credits) 
to earnings 


Depreciation and amortization 


(Note!2)... nS eree elon Seen 10,432 12,346 12,683 13,677 16,070 11,935 13,025 
Deferred income taxes (Note 4).. 1,642 418 2,478 4,706 7,883 Seiad 4,641 
Deferred investment tax credit, 

net (Notes) aaeeen | eee 121 (124) 1,250 3,904 608 (613) (747) 
Otherne 2 ea ok ee 117 5 117 243 150 110 114 

Funds provided from operations 32,648 35,278 39,053 45,864 49,137 35,242 38,648 


Long term debt issued (Note 3): 
Interprovincial Pipe Line Company: 


544% First Mortgage and Col- 
lateral Trust Bonds, Series E.. 12,000 — — — = == = 


6% Sinking Fund Debentures, 
Series; Acie ssamiers os Slr e — 35,000 — = = = Ze 


Bank Loans\ctyne watt ae == a == 11,200 18,800 11,100 15,000 


Lakehead Pipe Line Company, Inc.: 
644% Sinking Fund Debentures, 


Series*A 258) BS See — — 32,298 — — — = 
74%% Sinking Fund Debentures, 
Seriesub sya patito zohstpe eters — -- = 80,755 a= _ a 
Bank Loan tana wae. eters — — — = 37,731 29,322 == 
Capital stock issued (Note 6).......... = aaa 37 5 2 y 26 
Income tax recoverable (Note 5)....... — = — 1,765 1,189 - —- 
Others transactions 116 teat eee en ene 128 (669) (266) 207 501 342 365 
44,776 69,609 Cline 139,796 107,360 76,008 54,039 
FUNDS WERE EXPENDED FOR THE FOLLOWING: 
Divicendsipatclamenre reese ear eine fei 18,314 18,315 18,316 18,316 13,737 15,264 
Long term debt retired or included in 
GUiad Mn WA MIMACSo cn ceodos be on coe 9,329 9,576 10,194 9,676 14,817 6,527 31,064 
Additions to pipe line transportation 
SyStetiben’ pueualenne armerayt rector incon ils 4,513 76,721 114,189 70,595 58,919 11,923 
Cost of issuing long term debt......... 118 620 578 1,460 — — — 
38,170 33,023 105,808 143,641 103,728 79,183 58,251 
INCREASE (DECREASE) IN WORKING CAPITAL. 6,606 36,586 (34,686) (3,845) 3,632 (yt75) (4,212) 
WORKING CAPITAL (DEFICIT) AT BEGINNING OF 
PERTOD, ce tates ool RA Ra eRe Le GIES) GIB) 24,409 (10,277) (14,122) (14,122) (10,490) 


WORKING CAPITAL (DEFICIT) ATENDOF PERIOD $(12,177) $24,409 $(10,277) $(14,122) $(10,490) $(17,297)  $(14,702) 


The accompanying notes are part of the financial statements. 
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Interprovincial Pipe Line Company 
and Subsidiary Companies 


Notes to Consolidated Financial Statements 


(Amounts as at September 30, 1970 and for the nine months ended 
September 30, 1969 and September 30, 1970 are unaudited) 


PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of Interprovincial Pipe Line Company and its wholly owned 
subsidiaries. These are Interprovincial Pipe Line Patrol Company Limited in Canada and Lakehead Pipe Line Company, Inc. 
and its subsidiary, Pipe Line Service Company, Inc. in the United States. 


United States dollar amounts (other than “Originally Issued’”’ long term debt shown in Note 3) have been translated into 
Canadian dollars on the following bases: 
Current assets and liabilities—at the rates of exchange at December 31, 1969 and September 30, 1970; 


Other assets and liabilities—at historical rates of exchange except for accumulated depreciation which is translated 
on the basis of equivalent Canadian dollar cost of the related fixed assets; 

Income and expenses—at monthly rates of exchange except provision for depreciation which is translated on the same 
basis as the related fixed assets. 


Net losses or gains arising from the foregoing methods are shown on the Consolidated Statements of Earnings as Loss (gain) 
on foreign exchange. The gain on foreign exchange for the nine months ended September 30, 1970 includes a non-recurring 
gain of approximately $500,000 as of June 1, 1970 arising from the unpegging of the Canadian dollar on that date. 


Pipe LINE TRANSPORTATION SYSTEM: 
PROVISION FOR DEPRECIATION: 
AMORTIZATION OF FACILITIES TO BE RETIRED: 


The pipe line transportation system and accumulated depreciation by major classes at December 31, 1969 and September 30, 
1970 are as follows: 


December 31, 1969 September 30, 1970 
Investment, Accumulated Investment, Accumulated 
at cost depreciation at cost depreciation 
(in thousands of dollars) 
Aan ae rn Te eae eerie tes erie icons Sy alyssa $ — $ 1,765 $ — 
IRaghits-ol-way.ccesmrr mene cytes icy< en creas 12,760 1,869 12,789 2,144 
IDipesline sere eee te rian cee Rescate ene 453,000 114,506 453,178 123,916 
Pumping equipment, buildings and tanks..... 115,890 35,640 116,432 38,683 
Constructions progresses eee eee 4,319 — 14,590 > 
$587,340 $152,015 $598,754 $164,743 


Consolidated capital expenditures for 1971 are currently estimated at $59 million and will be financed, in part, from the proceeds 
of the issue of $60 million of Series B Debentures of Interprovincial (Note 12) and funds generated within the companies. 


The companies’ policy is to provide for depreciation of fixed assets on the straight line method, at annual rates which will 
amortize the cost of depreciable properties over their estimated service lives, after taking into account possible salvage values. 
As the result of studies of the service lives and salvage values of various components of the pipe line system the companies, 
with the approval of the regulatory authorities, adjusted their depreciation rates, effective July 1, 1968 for Lakehead and 
January 1, 1969 for Interprovincial. Thus the average annual depreciation rate for the pipe line transportation system was 
reduced from 3.3% to 3.2% in 1968 and to 3.0% in 1969 and the nine months ended September 30, 1970. These changes 
had no significant effect on earnings. 


It is the companies’ policy to capitalize interest during the construction period on funds borrowed specifically for additions 
to the pipe line transportation system. This amounted to $128,000 in 1965, $984,000 in 1967, $2,478,000 in 1968, $2,220,000 
in 1969 and $1,324,000 for the nine months ended September 30, 1969. No interest was capitalized in 1966 or for the nine 
months ended September 30, 1970. 


In the interests of operating efficiency and reduced costs, the diesel pumping equipment located at three pumping stations 
in Manitoba was replaced with remotely controlled electrical pumping units. As a result of this modernization program, which 
was initiated in 1966, certain fixed assets became surplus to requirements and were retired in 1967. Normal depreciation on 
the same basis as in prior years was provided on such assets until they were retired from service and if no other action had 
been taken they would have had a net book value at the time of retirement of $2,805,000. In order that these assets would be 
fully written off when they were retired, Interprovincial provided for amortization of the remaining costs by additional charges 
to earnings of $1,586,000 in 1966 and $1,219,000 in 1967 and these amounts are shown on the Consolidated Statements of 
Earnings as Amortization of facilities to be retired. 


Certain temporary pumping facilities constructed in 1967 on the 30 inch pipe line between Superior, Wisconsin and Port 
Huron, Michigan became surplus to requirements early in 1970, Installation costs associated with these temporary facilities 
amounted to approximately $1,090,000 and were amortized over two years commencing January 1, 1968. Consequently 
$545,000 has been charged to earnings in each of the years 1968 and 1969 ($409,000 for the nine months ended September 
30, 1969) and these amounts are shown on the Consolidated Statements of Earnings as Amortization of facilities to be retired. 
These pumping facilities are now or will be installed elsewhere in the system. 
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3. Lonc Term Dest (Note 12): 


Outstanding 
Originally December 31, September 30, 
Interprovincial Pipe Line Company— Issued 1969 1970 
First Mortgage and Collateral Trust Bonds— (in thousands of dollars) 
Series A—314 9% due January 1, 19700 mia, cesta sets ous crterel-berstale $37,000 Can. Smye453 $ — 
B--3149) dues January. 131970) 5 centels teresa ore eee 35,000 U.S. 7,560 — 
C49 duet April! 1919 7.35 aie bys rete iietcere Gite ieiten anda eer 60,000 U.S. 24,076 20,372 
D—-3549, due April 11974 eevee cite teeter cant tenets 30,000 U.S. 13,788 11,951 
B=526 7adue April 1.1985 ceenean sloctatestel tan tterneiet tect tele 12,000 Can. 11,340 11,010 
Sinking Fund Debentures— 
Series A—6% due November 1, 1986..............00.seceeeeees 35,000 Can. 34,749 33,434 
Bank Loans— 
$20'000{000 repayable: by» Jimly lyn 9 7 Ie eroctey sere tuereteteete okey rete keto elet atte eteeet eta 20,000 20,000 
$25,000,000 available, repayable over a six-year period commencing in 1971....... 10,000 25,000 
Lakehead Pipe Line Company, Inc.: 
Sinking Fund Debentures (guaranteed by Interprovincial)— 
Series A—-044 %duerAugust 171992 sagen ectsre sfexete oes etter neeriene 30,000 U.S. 32,298 32,298 
B—74495,due April, 15, 1993) veces wecieke voce si aearoh st etek 75,000 U.S. 80,755 80,755 
Bank Loan (guaranteed by Interprovincial)— 
$35,000,000 U.S. repayable over a five-year period commencing in 1970........... Sao 32,072 
279,750 266,892 
Less: Long term debt due within one year except final payments on Series A and B Bonds due 
January 1, 1970 and Interprovincial’s bank loan due July 1, 1971 (see explanation below) 14,566 17,773 
$265,184 $249,119 


On January 2, 1970 the balance of $15 million available to Interprovincial from bank loans was drawn down and applied 
toward final payments on the First Mortgage and Collateral Trust Bonds—Series A and Series B. Such final payments are 
included in Long Term Debt as at December 31, 1969. 


The long term debt due within one year at September 30, 1970 does not include the $20 million bank loan due July 1, 1971 
which will be repaid from proceeds of the proposed Series B Debenture issue (Note 12). 


Interprovincial’s and Lakehead’s bank loans bear interest based on the prevailing prime bank rates which may vary from time 
to time. Repayment of these loans may be accelerated at any time without penalty. 


Principal repayments required on Long Term Debt (including bank loans drawn down January 2, 1970) for the period October 
1, to December 31, 1971 and for the years 1972 through 1975 are $3,837,000, $20,908,000, $23,698,000, $20,343,000 and 
$3,702,000 respectively. 


4. DEFERRED INCOME TAXES: 


Under Canadian and United States income tax regulations more depreciation may be deducted for tax purposes than the 
amounts recorded in the accounts for Provision for depreciation and Amortization of facilities to be retired (Note 2); also, 
interest capitalized and, in the United States, sales and property taxes capitalized, may be claimed for tax purposes in the 
year incurred. The companies are taking advantage of the maximum deductions permitted for tax purposes which results in 
a deferment of taxes to future years when amounts deductible will be less than the amounts recorded in the accounts. 


The net amount deferred is shown separately under Provision for income taxes on the Consolidated Statements of Earnings and 
the accumulated amount of taxes so deferred is carried on the Consolidated Balance Sheets under the heading Deferred 
Income Taxes. 


5. DEFERRED INVESTMENT TAX CREDIT: 


During the period January 1, 1962 to April 18, 1969 the United States subsidiary companies were allowed a credit against 
income taxes payable of a specified percentage of the cost of most depreciable assets acquired and placed into service, excluding 
certain assets acquired during a suspension period from October 10, 1966 through March 9, 1967. The investment tax credit 
has been deferred and is being taken into earnings over the life of the related assets. 


A portion of the investment tax credit resulting from 1968 and 1969 construction programs was in excess of the maximum 
amount allowed as a credit against income taxes currently payable and was claimed against taxes paid in prior years. Asa result 
income taxes previously paid of $1,765,000 were recovered in 1969 and $1,189,000 in 1970. 


The net charge or credit to earnings, after deducting the above amounts in 1968 and 1969, is shown separately under Provision 
for income taxes on the Consolidated Statements of Earnings and the unamortized investment tax credit is shown on the 
Consolidated Balance Sheets under the heading Deferred Investment Tax Credit. 


6. CAPITAL STOCK: 


Share purchase warrants, which were issued in 1966 with the Series A Debentures, are outstanding which entitle the holders to 
purchase shares of capital stock of Interprovincial on or before November 1, 1976 at $17 per share. During 1969 warrants to 
purchase 125 shares were exercised and during the nine months ended September 30, 1970 no warrants were exercised, leaving 
warrants to purchase 872,450 shares outstanding at December 31, 1969 and September 30, 1970. 


Of the authorized and unissued shares of Interprovincial, 250,000 shares have been reserved under the Employee Incentive 
Stock Option Plan which was approved by shareholders on April 9, 1969 and which terminates ten years thereafter. Under 
the Plan, key employees may be granted options to purchase such shares exercisable for a period not exceeding ten years 


Dy) 


after the date of granting the options at not less than 90% of the closing market price on that date. In 1969 options to purchase 
100,000 shares at $17 per share were granted of which options to purchase 4,500 shares were terminated under the terms of 
the Plan leaving options on 95,500 shares outstanding at December 31, 1969. During the nine months ended September 30, 
1970 options for 1,500 shares were exercised at $17 per share for a total cash consideration of $25,500; options for 1,000 shares 
at $17 per share were cancelled; and options for 50,000 shares were granted at $20.50 per share. Cash received from the exer- 
cising of options was credited to Capital stock to the extent of par value and the remainder of $24,000 was credited to Con- 
tributed surplus. At September 30, 1970 options were outstanding as follows: 


DSK SA OS Cin Cie Stor Novell 83}, MOYO) gate SRT SO GOEI, oon 500 00ss0oon0nancnnen: 93,000 shares 
Exercisable after April 7, 1971 and on or before April 7, 1980 at $20.50 per share. . 50,000 shares 
143,000 shares 


7. CONTRIBUTED SURPLUS: 


Contributed surplus increased by $34,000, $4,000, and $2,000 during the years 1967 to 1969 respectively and by $2,000 and 

$24,000 during the nine months ended September 30, 1969 and 1970 respectively. These increases represent premium paid on 

capital stock issued in respect of exercised share purchase warrants and stock options in excess of the par value of such stock. 
8. PENSION PLANS: 


The companies have contributory pension plans covering substantially all of their respective employees. The plans were revised 
for both past and future service effective January 1, 1966 and January 1, 1968 for Interprovincial and Lakehead respectively. 


The actuarial liability for past service benefits arising from these revisions, in the principal amount of approximately $1,900,000 
as at December 31, 1969, together with interest, will be amortized by charges to earnings over a period of up to eighteen years. 


Charges to earnings in respect of both plans were $193,000, $437,000, $466,000, $571,000 and $588,000 for the years 1965 
through 1969 respectively and $457,000 and $435,000 for the nine months ended September 30, 1969 and 1970 respectively. 


9. INCOME Tax STATUS: 


The companies have made what they believe are adequate provisions for income taxes, and their federal income tax returns 
have been reviewed and assessed up to and including the year 1968 for Interprovincial and 1966 for Lakehead. 


10. MIcHIGAN FRANCHISE TAX: 


The State of Michigan has issued assessments against Lakehead for franchise taxes for the years 1957 through 1970. This tax 
imposes an annual fee upon all corporations for the privilege of doing business in Michigan. Counsel has advised that the 
assessments are unconstitutional when imposed on corporations engaged solely in interstate and foreign commerce. Lakehead 
has commenced litigation against the State of Michigan to have the assessments set aside. 


Pending determination of the issue, provision has been made annually for the taxes and interest involved in amounts (after 
income taxes) of $30,000, $96,000, $110,000 and $126,000 for the years 1966 through 1969 respectively and $89,000 and $363,000 
for the nine months ended September 30, 1969 and 1970 respectively. No provision was made in 1965. 


The accumulated provision (after income taxes) amounts to $682,000 at December 31, 1969 and $1,045,000 at September 30, 
1970. The latter amount includes $239,000 resulting from a further reassessment by the State on September 11, 1970 of prior 
years’ assessments for the years 1957 through 1965. 


11. CONSOLIDATED EARNINGS AVAILABLE FOR INTEREST: 


Consolidated earnings available for payment of interest on the long term debt of Interprovincial (after deducting (a) income 
taxes and interest on long term debt payable by Lakehead, and (b) taxes exigible on distribution of Lakehead earnings), were 
$37,586,000, $39,703,000, $41,142,000, $44,939,000 and $47,849,000 for the years 1965 through 1969 respectively, and 
$35,277,000 and $43,134,000 for the nine months ended September 30, 1969 and 1970 respectively. 


12. NEw FINANCING: 


Interprovincial has entered into an agreement with underwriters for the sale of $60,000,000 principal amount of 934 % Sinking 
Fund Debentures, Series B for a net amount of $59,130,000 and has agreed to pay legal, audit and other expenses, estimated 
at $100,000, in connection with the issue. 


Auditors’ Report 


To the Board of Directors of 
INTERPROVINCIAL PIPE LINE COMPANY: 


We have examined the consolidated balance sheet of Interprovincial Pipe Line Company and sub- 
sidiary companies as at December 31, 1969 and the consolidated statements of earnings, retained earnings 
and source and application of funds for the five years then ended. Our examination was made in con- 
formity with generally accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1969 and the results of their operations and the source and application of 
their funds for the five years then ended, in accordance with generally accepted accounting principles 
applied on a consistent basis. 


Edmonton, Alberta, (Signed) PRICE WATERHOUSE & Co. 
November 12, 1970 Chartered Accountants 
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Purchaser’s Statutory Rights of Withdrawal and Rescission 


Sections 63 and 64 of The Securities Act, 1967 (Alberta), sections 70 and 71 of The Securities Act, 1967 
(Saskatchewan), sections 63 and 64 of The Securities Act, 1968 (Manitoba) and sections 63 and 64 of 
The Securities Act, 1966 (Ontario) provide, in effect, that where a security is offered to the public in the 
course of primary distribution: 


(a) 


(b) 


a purchaser will not be bound by a contract for the purchase of such security if written or tele- 
graphic notice of his intention not to be bound is received by the vendor or his agent not later 
than midnight on the second business day after the prospectus or amended prospectus offering 
such security is received or is deemed to be received by him or his agent, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the 
owner thereof, if the prospectus or any amended prospectus offering such security contains an 
untrue statement of a material fact or omits to state a material fact necessary in order to make 
any statement therein not misleading in the light of the circumstances in which it was made, but 
no action to enforce this right can be commenced by a purchaser after the expiration of 90 days 
from the later of the date of such contract or the date on which such prospectus or amended 
prospectus is received or is deemed to be received by him or his agent. 


Sections 61 and 62 of the Securities Act, 1967 (British Columbia) provide, in effect, that where a 
security is offered to the public in the course of primary distribution: 


(a) 


(b) 


a purchaser has a right to rescind a contract for the purchase of such security, while still the owner 
thereof, if a copy of the last prospectus, together with financial statements and reports and 
summaries of reports relating to the securities as filed with the British Columbia Securities 
Commission, was not delivered to him or his agent prior to delivery to either of them of the 
written confirmation of the sale of the securities. Written notice of intention to commence an 
action for rescission must be served on the person who contracted to sell within 60 days of the 
date of delivery of the written confirmation, but no action shall be commenced after the expiration 
of three months from the date of service of such notice, and 


a purchaser has the right to rescind a contract for the purchase of such security, while still the 
owner thereof, if the prospectus or any amended prospectus offering such security contains an 
untrue statement of a material fact or omits to state a material fact necessary in order to make 
any statement therein not misleading in the light of the circumstances in which it was made, but 
no action to enforce this right can be commenced by a purchaser after the expiration of 90 days 
from the later of the date of such contract or the date on which such prospectus or amended 
prospectus is received or is deemed to be received by him or his agent. 


Reference is made to the aforesaid Acts for the complete texts of the provisions under which the 
foregoing rights are conferred and the foregoing summary is subject to the express provisions thereof. 
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Certificates 
Dated: November 12, 1970 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities 
offered by this prospectus as required by Part VII of the Securities Act, 1967 (British Columbia) and 
the regulations thereunder, by Part 7 of The Securities Act, 1967 (Alberta) and the regulations there- 
under, by Part VIII of The Securities Act, 1967 (Saskatchewan) and the regulations thereunder, by Part 
VII of The Securities Act, 1968 (Manitoba) and the regulations thereunder, by Part VII of The Securities 
Act, 1966 (Ontario) and the regulations thereunder, under the Securities Act (Quebec) and by Section 13 
of the Securities Act (New Brunswick). 


(Signed) D. G. WALDOoN (Signed) J. BLIGHT 
President Secretary-Treasurer 


On Behalf of the Board of Directors 


(Signed) J. W. HAMILTON (Signed) R. D. PARKER 

Director Director 

Directors 

(Signed) D. G. WALDON JERRY ALBERT COGAN By their Attorney 
(Signed) J. W. HAMILTON ROBERT HALEY REID (et gg ee No Dean 
(Signed) R. D. PARKER (Signed) G. D. WoTHERSPOON 
(Signed) W. H. REA (Signed) W. P. WILDER 
(Signed) J. G. LIVINGSTONE (Signed) J. F. Bookout 


(Signed) J. W. MorGAN 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain 
disclosure of all material facts relating to the securities offered by this prospectus as required by Part VII 
of the Securities Act, 1967 (British Columbia) and the regulations thereunder, by Part 7 of The Securities 
Act, 1967 (Alberta) and the regulations thereunder, by Part VIII of The Securities Act, 1967 (Saskatch- 
ewan) and the regulations thereunder, by Part VII of The Securities Act, 1968 (Manitoba) and the regula- 
tions thereunder, by Part VII of The Securities Act, 1966 (Ontario) and the regulations thereunder, under 
the Securities Act (Quebec) and by Section 13 of the Securities Act (New Brunswick). 


Woop Gunpby SECURITES LIMITED McLeEop, Younc, WEIR & COMPANY LIMITED 
By: (Signed) Davin C. H. STANLEY By: (Signed) J. S. DINNICK 

The following includes the name of every person having an interest directly or indirectly to the 
extent of not less than 5% in the capital of: 


Woop Gunpy SeEcurITIES LimiTep: C. L. Gundy, W. P. Wilder, J. N. Cole, E. S. Johnston, 
J. K. McCausland, P. J. Chadsey, J. R. LeMesurier, C. E. Medland, J. N. Abell, D. C. H. Stanley and 
I. S. Steers; and 


McLeop, Younc, WEIR & Company LimiTeEp: J.S. Dinnick, G. C. MacDonald, C. P. Keeley, J. R. Hilborn, 
R. J. G. Reiner, L. E. Barlow, J. L. McLaughlin and C. E. Godwin. 
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FOR IMMEDIATE RELEASE 


— “Consolidated net income (unaudit 


Company for 1969 amounted to $24.4 mill 


Ay . e 


In ae company earned $23.3 million or 92¢ per share. 


u 


Crude oil and natural gas liquids delivered by the system in 1969 
averaged //5,971 barrels per day, some 8% more than the 716,727 barrels 


a day averaged in 1968. 


=~ 


Capital expenditures totalled $71 million as compared to $114 million 


in 1968. A further $5 million will be expended in 1970 t 1969 


@) 
Q 
oO 
3 
G 
{4 
( 
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projects. 


The company now has three lines in operation between Edmonton and 
Superior, Wisconsin and two lines in operation from Superior to Sarnia, 
the second line via Chicago. Deliveries to refineries in the Chicago area 


commenced in January 1970. 


As previously announced, the 1970 expansion program is presently 


‘ 3 


estimated at $10.3 million, largely for additional horsepower, tankage an 


twenty miles of 20-inch looping in Ontario. 


he Board of Directors today declared a quarterly dividend of 20¢ 


4 7 


per share payable March 2, 1970 to shareholders of record February 5. 


D. G. Waldon 
President 


Interprovincial Pipe Line Company 
7 King Street East 
LOZonto, OntarLo 
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THE PIPE LINE TRANSPORTATION SYSTEM 


(as at December 31, 1970) 


Canada 

Milesiof Fieut-Ol-Waye wo ss Ga ta ee 1,038 
Miles onmuaimline pipe. . 5 4 oss Gee 2,765 
Number of pumping stations ......... 22 
Installed horsepower—diesel .. ....... 44,220 
= -SlECtICL = ony a, a oe 211,900 

Toma ue eae 256,120 

Line fill, in barrels (provided by shippers). . . . 8,700,000 
Tankaee capacity. 10 Dalvels omy 2 aw. ie 6,309,000 


Separate streams of crude oil transported . . . . 
CORPORATE INFORMATION 


EXECUTIVE OFFICE 
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HEAD OFFICE 
10015—103 Avenue 


STOCK ‘TRANSFER AGENTS 


United States 


1,740 
ee Ml 

26 

96,335 
133,500 
229,035 
10,400,000 
4,141,000 


Total 


2118 
5,156 

48 

140,555 
345,400 
485,955 
19,100,000 
10,450,000 
Si 


Toronto, Ontario 


Edmonton, Alberta 


The Royal trast Company: dengei2 2 2a, < Toronto, Montreal, Halifax, Winnipeg, 
Regina, Edmonton, Vancouver 


Chemical Bank 


STOCK REGISTRARS 
Montreal Trust Company 


New York 


sr eet a AE Toronto, Montreal, Halifax, Winnipeg, 


Regina, Edmonton, Vancouver 


Bank or Montrealp rist Companyecas.. aay ais) cone eee bo. 5. 


DrvIDEND DISBURSING AGENT 


The Royal Trust Company—P.O. Box 7500, Postal Station “A’ 
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Annual General Meeting—2:30 p.m. April 14, 1971, Roof Garden, Royal York Hotel, 


100 Front Street West, Toronto, Ontario 


Cover picture: Tank valve at Superior. 


INTERPROVINCIAL PIPE LINE COMPANY ANNUAL REPORT 1970 


(Incorporated by Special Act of the Parliament of Canada, April 30, 1949) 
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Percentage 


Increase 
1970 1969 (Decrease) 
rams pottation. fevcniice einem) ie mee aren $133,707,000 $114,465,000 16.8% 
@theruncoiie ee eae oa eee eee $ 1,643,000 $ 994,000 
Expenses, Cxe mung (4 xcsege = teem gee rae $ 63,679,000 $ 55,862,000 14.0 
Income and other taxes. 9°). 22.2 ee: $ 42,174,000 $935,171 C00 19.9 
Harninesmeysc, oe eaten 2 ee Galt eet Pe $ 29,497,000 $ 24,426,000 20.8 
Pershare er oh ae is eM een eee ee a $1.16 $0.96 
Divides sea ek 0 ice he ele aster oo eee $ 20,352,000 $ 18,316,000 11.1 
per slate dork. cen8 aah ee ee aie re $0.80 $0.72 
Funds provided from operations. . .... . $ 52,825,000 $ 49,137,000 75 
pet Siate> 34a. o. i in eee ay See, $2.08 $1.93 
Wapital ex penciruresan. cruise eee eee $ 17,795,000 $ 70,595,000 
Deliveries (barrels per day) 
VCE Ag LOL LVCAT amet oi ame et. teen eae 900,919 (Ee yal Sikes 
ivifeaalcimynsterehdeWen ev byte en eee hye 117591 870,483 
lowest month!26 see. cne. fare Bos 748,053 653,900 
Barrelariles (a1) lors an eee cena 444,318 366,287 ~ 21.3 
Number of employees—December 31... . 641 603 6.3 
Investment in plant, per employee... .. . $ 940,000 $ 974,000 (3.5) 


Directors’ Report to Shareholders: 


As expected, the demand for refinery feed stocks in all 
areas served by the company continued to increase in 
1970. This fact, coupled with the easing of import 
restrictions in the United States and the opening of the 
Chicago market to Canadian oil, resulted in deliveries 
of crude oil and natural gas liquids reaching a new 
high of 328.8 million barrels. This is the equivalent of 
900,900 barrels per day and is 16% more than in 1969. 


Deliveries in the United States averaged 404,000 b/d 
in 1970 as compared to 313,200 b/d in 1969. They 
started off the year in excess of 500,000 b/d—reduced 
substantially when imports of Canadian crude east of 
the Rocky Mountains were limited to 395,000 b/d by 
Presidential Proclamation retroactive to March 1—and 
increased again in November when the United States 
decided to exempt natural gas liquids and allow U.S. 


refiners to exchange unused allocations of other foreign 


crude for additional quantities of Canadian crude. Late 
in 1970 the quota for 1971 was established at 450,000 


b/d exclusive of natural gas liquids. 


Earnings also reached a new high in 1970. Net income 
amounted to $29.5 million, equivalent to $1.16 per 


share. Capital expenditures totalled $17.8 million. 


As described elsewhere in this report, the compara- 
tively modest expansion program planned for 1970 
was substantially completed-by the end of the year. 
The original plans were to increase the capacity of the 
pipe line system by approximately 75,000 b/d. In the 
light of the indicated increased demand as a result of 
the unsettled Middle East situation, however, the pro- 
gram was revised upwards twice during the year to 
provide for a total increase of 135,000 b/d. The capa- 


city of the pipe line system ex Cromer, Manitoba is 
i) 


( 


| 


| 


now 1,104,000 b/d. Cromer is the last major receiving 


point on the system and is therefore a key location. 


With the supply situation throughout the world still 
unsettled, it was decided to further increase in 1971 the 
capacity of the pipe line system as far as Sarnia to the 
maximum extent practicable short of commencing 
construction of a fourth line between Edmonton and 
Superior. The increase totals approximately 200,000 
b/d and will be accomplished entirely by horsepower. 
When the program is completed latein 1971 the capacity 
lof the system out of Cromer will be 1,308,000 b/d 


| which, when combined with the capacities of the other 


export lines and after taking into consideration local 
requirements, should be sufficient to match the presently 
planned producing capabilities in Western Canada. East 
of Sarnia the capacity of the system will be increased to 
355,000 b/d by looping. The cost of the entire program 


is estimated at $59 million. 


Interprovincial continued as an active participant in 


Mackenzie Valley Pipe Line Research Limited. There 


Chicago area refinery 
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are now fifteen shareholder participants plus an associate 
member (a natural gas group) and to date $3 million 
has been expended on research, largely on an above- 
ground test section near Inuvik, N.W.T. Research 
is continuing directed largely at route selection and 
construction methods with special emphasis on the 
ecology of the terrain and how best to protect the 


environment. 


FINANCIAL REVIEW 


The Consolidated Financial Statements and the Notes, 
appearing on pages 9 through 15, include the accounts 
of Interprovincial Pipe Line Company and its sub- 
sidiaries, all of which are wholly owned. These are 
Lakehead Pipe Line Company, Inc., which owns and 
operates the portion of the pipe line system in the United 
States, and its subsidiary, Pipe Line Service Company, 
Inc., which owns Lakehead’s aircraft and radio commu- 
nication system. Interprovincial also has a Canadian sub- 
sidiary, Interprovincial Pipe Line Patrol Company 


Limited which is inactive. 


— ———we, 


ee oo 
EARNINGS AND DIVIDENDS \ 
J 


Earnings for 1970 were $29.5 million—an increase of 
$5.1 million over 1969. Earnings per share were $1.16 


compared with 96¢ per share in the previous year. 


The quarterly dividend rate was increased from 18¢ to 
20¢ per share effective with the March 1970 dividend. 
Dividends for the year totalled $20.4 million and rep- 


resented 699, of earnings. 


INCOME AND EXPENSES | \ 


As a result of greater deliveries of crude oil, transporta- 
tion revenue increased 17% to $133.7 million from 


$114.5 million in 1969. Other income increased oi 
Sere ae asm 


$1 million in 1969 to $1.6 million, largely due to an 


—————— k 
— 


increase in the amount of cash available for short term 


investment. 


Operating and administrative expenses at $27.5 million 


were $2.1 million more than in 1969. Additional 


employees, increased salary and wage rates, and higher 


maintenance costs due to increased throughput, were 


jpslels | 
aiek 


Tene 


mainly responsible for the rise. Fuel and power costs 
of $11 million were the same as in 1969 despite a 21% 
increase in barrel miles. Completion in late 1969 of 
the third line between Edmonton and Superior and of 
the line between Chicago and Sarnia—allowing removal _ 
of the ten temporary pumping stations on the northern 
line between Superior and Sarnia—resulted in lower 


unit fuel and power costs. 


Property taxes and depreciation increased in 1970 as a 
result of the $70.6 million expansion program carried 
out in 1969. Interest expense was substantially higher 
due to bank loans incurred to finance this construc- 
tion program and to refinance maturing low-interest 


bonds. 


HOW INTERPROVINCIAL’S INCOME WAS USED 


(in millions of dollars ) 


[ ] EARNINGS | TAXES (BB oreratine EXPENSES 
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New FINANCING 


On December 1, 1970, $60 million Interprovincial 
9%/,°, Sinking Fund Debentures, Series B due December 
1, 1990 were sold to the public at par. Part of the 
proceeds was used to prepay the $20 million bank loan 
due July 1, 1971 and the 1971 instalment of $5 million 
on the company’s $25 million term bank loans. The 
remainder, together with internally generated funds, 


will be required for the 1971 construction program. 


'TARIFES 


Interprovincial and Lakehead are engaged exclusively 
in the transportation of crude oil and other liquid 
hydrocarbons by pipe line at established tariffs. Tariffs 


remained unchanged during the year. 


Rates from the two main receiving points to the princi- 


pal delivery points are presently as follows: 


Rates for light crudes in 
cents per barrel 


To From 
Edmonton Cromer 

Regina. ceca a. eee ee 20.7¢ —¢ 
(STeitiagy sees. meee eee eee 22.5 11.4 
(CENA io ao he ed wk 25 16.7 
SHPCHOl ge eat ee ere ee Duss ipa 
Detee/ Foledo a aera seh lie A2.3* 
Higgs Or arse a een i ee 45.0 34.0 
Sarid. etapa cs font eee Mer ae 48.0 he 
DOLOUtO ALCAves 0h gee ne 51.0 40.3 
Butalo See te hat awe e 53.0 42.3 


cs ‘Joint rates with connecting carriers 


OPERATIONS 


Receipts into the system during the year increased 15% 


to 904,100 barrels per day. As noted below, the in- 
6 


crease was almost entirely from Alberta although, for 
the first time, small quantities of United States domestic 
crude oil were received at Chicago for delivery to the 
Buffalo area. In June, a new natural gas liquids stream 
was initiated from Western Canada to Sarnia. The 
stream contains a mixture of propane, butane and con- 


densate and by year end 1.3 million barrels had been 


transported. 
PETROLEUM RECEIPTS 
(Giousands of bartels per day) 
19701969 
Albertas 205. ®t 659.4 542.1 
Saskatchewan einen tae ee 224.9 225.8 
Manitobavier eae meee 16.4 WS 
OUtanio™ gee en ee 0.8 0.5 
United) Statesman me ieee 2.6 — 
904.1 785.9 


Deliveries averaged 900,900 b/d—an increase of 16% 
over 1969. 


PETROLEUM DELIVERIES 
(thousands of barrels per day) 


Canada 1970 1969 
Western Canada ae: sae ane 116.4 111.5 
Ontario sacs. eee oe ee 380.5 BSS 

496.9 462.8 

United States 
Minnesota-Wisconsin . . ... . 142.7 1355 
Ihinois=Indianaees ss nen 49.9 — 
Michigan-Ohio . 2 5.4 ee 1208 1055 
New York-Pennsylvania. . . . . 89.6 Ted 

404.0 313.2 
900.9 776.0 


1970 REVIEW 


Capital expenditures during the year totalled $1718 | 


million. It was originally planned to increase capacity 


of the pipe line system by 75,000 barrels per day but 
this was subsequently enlarged to 135,000 b/d. To 
achieve this increase 49,025 horsepower was installed 
at thirteen locations between Edmonton and Chicago. 
In addition, 10,000 horsepower was installed at four 


locations in Ontario. 


The 20 miles of 20-inch looping in Ontario was com- 
pleted in early summer well ahead of schedule. The two 
290,000-barrel tanks at Edmonton and the one 217,000- 


barrel tank at Griffith were also completed on schedule. 


Shell’s refinery near Oakville, Ontario 


1971 ForECAST 


The expansion program planned for 1971, together 
with the amount required to complete the 1970 proj- 
ects, is expected to result in capital expenditures of 


$59 million. 


The planned increase in capacity is the maximum practi- 
cable short of beginning construction of a fourth 
line between Edmonton and Superior and will be ac- 
complished by fully powering the present system 
between Edmonton and Superior and adding pumping 


units between Superior and Chicago. 


Between Sarnia and Toronto, 35 miles of 20-inch loops 


are being installed. This, together with 76 miles already 


in operation, will complete 7194 of the second line. 
Between Westover and Buffalo the capacity of the 12- 
inch line will be increased by the installation of 46 miles 


of 20-inch loops in Canada and additional pumping 


/ units. The work on the line to Buffalo will be timed 


ee 


to coincide with the completion of the pipe line United 
Refining has announced it will be constructing from 


Buffalo to Warren, Pennsylvania. 


The following table summarizes the presently planned 


construction by sections of the system: 


Pumping 
Equipment Looping 
Horse- 

Line Section Units power Size Miles 
Edmonton-Regina . . . . 18 75,000 — — 
Recins-Gretia gee ee 13. 55,000 — — 
Gretha-Superior nn 13. 57,00 — — 
Superior-Sarnia via Chicago 22 41,250 — — 
Sarmia—Port, Credit... 23.) — — 20” 35 
Westover-Buflalo .... 3 .~ 6,000 20” 46 

69 234,750 81 


Eight additional tanks will be erected during the year— 


' two of 290,000 barrels at Edmonton, two of 217,000 


barrels at Superior and Griffith and two of 150,000 


barrels at Sarnia. 


CAPACITY 


The annual average physical capacities of the various 
sections of the system that will be available for 1971 


and 1972 operations are as follows: 


8 


Thousands of 
Barrels Per Day 


Line Section 9 en 
Edmonton-Reeinay., Ga). eee 1027 12951 
Reetna-Cromerenn) 0 -) = eer 1,017 1236 
Cromer-Gretha ... ...: ss 1,104 1,308 
Gtetna-SUperlOr mess nm me ee eee 1,104 1,308 
Superior-Sarnia 

via Straits of Mackinac. ..... 538 538 
SUperiOr-C1icagO sam amen meena, 398 621 
Chics 0- Sarnia am eee ee 306 330 
SalniasCont rc (t esa ae eee 316 siete 
Westover-Buttalos 2. =) = ee ae 90 133 


GENERAL 


At the Annual Meeting on April 8, 1970 Mr. G. D. 
deS. Wotherspoon was elected a director to fill the 
vacancy created by the death of Mr. T. S. Johnston, 
former President and Chairman of the Board. In 
August, Mr. Harold Bridges resigned from the board 
and was replaced by Mr. J. F. Bookout, who had 
succeeded him as President and Director of Shell 


Canada Limited. 


The directors and management take this opportunity of 
complimenting and thanking the employees for the 
high level of performance maintained throughout the 


year. 


On behalf of the Board of Directors 


Ghddsy— 


President 


INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Consolidated statement of earnings 


Year ended December 31 


1970 1969 
Income: 
peOSPOrtatiOn revenGese, a. sce een a 4 fe ce week ee le ak $133,707,000 $114,465,000 
Ociciancoinic mer mere res, fe. tae ne Oke a een ee 1,643,000 994,000 
135,350,000 115,459,000 
Expenses: 
Ope amie ana adomnistative . A +o Gee. ke ne ek 27,492,000 25,404,000 
Wuames sOtaer thatincOmMme tAxXeS. 2 <4. 2 6 6s 46 & 2 oe yom wae 9,643,000 8,338,000 
Provision tor.cepreciation (Note 2) 4... 9... 4 2. <0: s ee we es 17,519,000 16,070,000 
Interess OnMongyterm debt, MG 5 a) .s0h «oo we 6 ee ks 2 Bees 18,810,000 13,898,000 
Oss (enim rom dtoreiontexchange (Note 1) | 22 294... 5.2 55. ss (142,000) 490,000 
73,322,000 64,200,000 
Aes WCIOTEMMCOMMCIGMES Vapptormm is 5 ee Be Hi a we 62,028,000 51,259,000 
Provision for income taxes: 
Scirce Cree ere ce! Mend Se, te) hae ec ee PRA gas oe whos 26,890,000 18,342,000 
Dystemncen UN Gier) wamee ee Ri, ot a. tm Geral hen ah Oak) oes at ake Mae 6,351,000 7,883,000 
Deterrecwmvestmenttax credit, net (INoteS) ./S 2s a. sep oh eee (710,000) 608,000 
32,531,000 26,833,000 
EI ORE PERG 5 aPC are Oe art a ieee, Sa Ne ae ec a er ag § 29,497,000 $ 24\426,000 
Parise Cresnare INOUe.O)0te aos Sire fe hs tons Asahi Se etl Ay we Meee, 2 $1.16 $0.96 


Consolidated statement of retained earnings 


Year ended December 31 


1970 — 1969 
Ral anceramuerinnine OF CAR ea ciye 9x (4 uae 01 ks) Wa Gone Shashcs Reaseahny Gd cet $ 64,597,000 $ 58,487,000 
HE eu LO LCHWICAT ies Sa a) gd ess ete Pe ey a a 15k Ges > Suma aeas eT em 29,497,000 24,426,000 
94,094,000 82,913,000 
Dividends paid—(per share: $0.80-1970; $0.72-1969). . 2... 2.2... 20,352,000 18,316,000 
IME GS (ROR ip > A SS PR a ee ice Ree ae eee alae ag $ 73,742,000 $ 64,597,000 


The accompanying notes are part of the financial statements. 


INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Consolidated balance sheet 


ASSETS 


Current Assets: 


Tetm: deposits with, Canadian enartered bats essen ne ee 
Short term investments, at cost which is equivalent to market. . . 2... . 


Accounts receivable— 


Inventory of materials and supplies, at cost 


6: et te. a'r <6), Ste) Cail Nevo .en neta Pie) ve) ve ime. a0 ular te 


SA eS Eee Deh et ke, Sve. ie Rat) ye er ore "ie, Lilo. my 6 geen oe white, Mitte, sll 4s) mle “Un stimrcty tells 


Prepaid expenses 


Other Assets and Deferred Charges: 


ar jer er Ker) enh e Se Le a ye. ce 


te eee cee Te mh Cw et Ree att oan te Gee ha aie Ye ate oreo, ity ry | Ue ioMe th er cca MG 


Pipe Line Transportation System, at cost (Note 2) 


Cet ue et ae Oe Se wD KI SOM Ae er. et A 


Less Accummlatedsdepreciation 40ai)5 mene ee 


The accompanying notes are part of the financial statements. 
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December 31 


1976 


$ 2,403,000 
38,645,000 
5,223,000 


10,084,000 
780,000 
2,370,000 
559,000 


60,064,000 


3,332,000 
113,000 


3,445,000 


602,312,000 
167,029,000 


435,283,000 


$498,792,000 


1969 


$ 2,370,000 
2,415,000 
3,304,000 


8,439,000 
2,558,000 
2,185,000 
565,000 
21,836,000 


2,540,000 
635,000 
3,175,000 


587,340,000 
152,015,000 
435,325,000 


$460,336,000 


LIABILITIES 


Current Liabilities: 
Accounts payable 


ence Seer 1 em eM on 6 Iie sere ae 16) rier Aer oie! se Pes” al aie! ie sbi em ne: Dish asl tisk se diae 


RiferestACekuic” Warten wee er ae Ine en Oe ub heli eee hal aera ie 


oom ED cuE |INOLCE) Pe Bice cs Ue ae ee aan AN eh helt Gaon a 


Deferred Income Taxes (Note 4) 


ons eure eis ei) Jel tie, je) “et, 10) Wie ‘sel... i te; ter Gel ter Nia) is) wien seu is 


DerereminucsunenimlaxGrege (NOt D) 65/2). 2 my ws es 6 a or, ee Re ee 


Shareholders’ Equity: 
Capital stock (Note 6)— 
Authorized—$100,000,000 divided into 100,000,000 


shares, par value $1 each 
iste ——t 7025 442-785 shares. codec bat te eiaee oi he ee lk eae toe es So 
Be 4 SOG SALES wns Ae ac es ee ie Le ee nie A 
Contributed surplus—premium on shares (Note 6)... 2... ...--.. 


Retained earnings 


oe ew enseel cere tel gel es. oe oe (te (6) Meu fe. ie! fe lem ste tole le). lem gie) 76) )fier) er) Get 6 


Approved on Behalf of the Board: 


R. H. Rew, Director 


D..G. Watpon, Director 


December 31 


1970 


$ 5,216,000 


1969 


$ 5,895,000 


3,470,000 3,614,000 
12,484,000 7,791,000 
7,046,000 15,026,000 
28,216,000 32,326,000 
292,829,000 265,184,000 
48,808,000 42,457,000 
9,617,000 10,257,000 
25,443,000 
25,439,000 
20,137,000 20,076,000 
73,742,000 64,597,000 
119,322,000 110,112,000 
$498,792,000  $460,336,000 
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Increase in working capital 
Working capital (deficit) at beginning of year 
Working capital (deficit) at end of year 


INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Consolidated statement of source and application of funds 


Funds were provided from the following: 


Earnings for the: yeatenars 200) eee ee 2 ee eee 
Add—Non-cash charges and (credits) to earnings: 
Bepreciation- (IN Otte; 2) tame aw eee rae aes, eee ce ee ee, 


Deterced tcome taxes (NOt 4s arma emer eC ee 


Deferred investment tax credit, net (Note 5) 


wi ve me, (6m ie: | (etme! auieie Mal ete esl <o. Je aie: 


Vecsinlonw simehptatyahidge) cae) ortarehic co 5 4a GG Rob oS a oo en 
Long term debt (Note 3): 
Bank loans— 

Interprovincial Pipe Line Company 


ayepe. Te) jel gne’ islsew Meme! |) -e:5 le) Kell ef) Kelalion aie 


TakevesdiPipe Line Gonipany. (nc. tar er ae en eee ee 


Debentures issued by Interprovincial Pipe Line Company. ........ 


@therstransactions. petxcmes wu cee Seen ee ee 


Funds were expended for the following: 


Iie tas: Paid. fame Wvtat ona ay nn ee a er ee 
Additions: to pipe line transportation system. (.).9.9-/08- ae eee 
Long term debt retired or included in current liabilities 


a) ep ie! ee ie enna! Seu Teel ie) 


Cost of issuing long term debt 


CrP leig ce ot ee fe ey Per oe is Geel sil a, enemies’ ea miey el mis: icra ve 


CO oO et Fear Te ey ry, Apr tie nN - Ore pet a oth op et (OP ck 
OC! el) Sep wer Fee) fa. ¥ 0.4 we mie Meuse pixel) «emeliey i ve) Mey mire) 


fh eT OD CORON CMC ee I) ote se ts Waleed) GOP sa SC) iielxy) «5 


The accompanying notes are part of the financial statements. 


Year ended December 31 


1970 


$ 29,497,000 


1969 


$ 24,426,000 


17,519,000 16,070,000 
6,351,000 7,883,000 
(710,000) 608,000 
168,000 150,000 
52,825,000 49,137,000 
15,000,000 18,800,000 
_ 37,731,000 
60,000,000 — 
975,000 1,692,000 
128,800,000 107,360,000 
20,352,000 18,316,000 
17,795,000 70,595,000 
47,355,000 14,817,000 
960,000 _ 
86,462,000 103,728,000 
42,338,000 3,632,000 
(10,490,000) (14,122,000) 
$ 31,848,000 — $(10,490,000) 


INTERPROVINCIAL PIPE LINE COMPANY ana subsidiary companies 


Notes to consolidated financial statements 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of Interprovincial Pipe Line Company and its wholly owned subsidiaries. 
These are Interprovincial Pipe Line Patrol Company Limited in Canada and Lakehead Pipe Line Company, Inc., and its subsidiary, Pipe 
Line Service Company, Inc. in the United States. 


United States dollar amounts have been translated into Canadian dollars on the following bases: 
Current assets and liabilities—at the rate of exchange December 31; 


Other assets and liabilities—at historical rates of exchange except for accumulated depreciation which is translated on the basis of 
equivalent Canadian dollar cost of the related fixed assets; 


Income and expenses—at monthly rates of exchange except provision for depreciation which is translated on the same basis as the 
related fixed assets. 


Net gains or losses arising from the foregoing methods are shown on the Consolidated Statement of Earnings as Loss (gain) on foreign 
exchange. The gain on foreign exchange for the year ended December 31, 1970 includes a non-recurring gain of approximately $500,000 
as of June 1, 1970 arising from the unpegging of the Canadian dollar on that date. 


2. PIPE LINE TRANSPORTATION SYSTEM: 
PROVISION FOR DEPRECIATION: 


The pipe line transportation system and accumulated depreciation by major classes are as follows: 


Investment, Accumulated Net investment 
at cost depreciation December 31 
December 31, 1970 1970 1969 


(in thousands of dollars) 


JETT Dog SUE eRe Soe GORE Teco Cs Me en et STO $ 1,818 $ 1,818 oo oil 
ISLES Oe WHERE a deh ee Wey Gen Pie scam ela So! AG lg ya else Be SS 12,651 $2,229 10,422 10,891 
Pipe i cman Moma eae amie eas eine eS ss ea a Wee ieee ant 455,979 127,054 328,925 338,494 
Pompime-equipment, buildingsand tanks... a 1 2 6 we = 12737, 37,746 83,991 80,250 
ME GniSt Clic tO mma na OLCsSiaa vy hry ty Bre, Ne ce: Re ON Coie nN re Pa Ae 10,127 — 10,127 4,319 

$602,312 $167,029 $435,283 $435,325 


It is estimated that 1971 capital expenditures will amount to approximately $58,500,000. These will be financed from the unexpended 
proceeds of the December, 1970 issue of Interprovincial’s debentures and funds generated within the companies. 


The companies’ policy is to provide for depreciation of fixed assets on the straight line method, at annual rates which will amortize the cost 
of depreciable properties over their estimated service lives, after taking into account possible salvage values. The rate of depreciation on 
the pipe line transportation system averages approximately 3.0%. 
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3. LONG TERM DEBT: Originally Outstanding December 31 


issued 1970 1969 
Interprovincial Pipe Line Company— (in thousands of dollars) 
First Mortgage and Collateral Trust Bonds— 
Serics A076 cue Jamidary | (O70 es eens eee cei er Bone a neec eee $37,000 Can. $ 7,453 
B=3'707 due january 1s 1970 ge. Aes are a ee aoe nee 35,000 U.S. 7,560 - 
CAG) die April |) W073i ok seen es (aes eet ert ele Gn epee am 60,000 U.S. $ 20,372 24,076 
D—3°,.% GuieA pril 1974 eae 9 ee ctu oa ion coe meen ce ae 30,000 U.S. AROS 13,788 
5 oe due A pill 1 OS bis cir, ee No kee Se ge geese oi aes ee ec eae 12,000 Can. 11,010 11,340 
Sinking Fund Debentures— 
Series A— 60, due November | -198Gm =e eeu: nee kere ee 35,000 Can. 33,164 34,749 
B—99,,% due December (19905 mea a ee er ee 60,000 Can. 60,000 —_ 
Bank Loans— 
Repaid. December 3.1970.) aces Chee ese ues en ee a nc et = 20,000 
Repayableaver the fiveryear period 1972-1976000s y= (nk) ete 20,000 10,000 
Lakehead Pipe Line Company, Inc.— 
Sinking Fund Debentures (guaranteed by Interprovincial) 
Series: A077) pace Auoust 1 h992 (ae wee yee ea Pee ee 30,000 U.S. 32,298 32,298 
B= 77,7, due April, 1571905, eg. fae ee ee ee 75,000 U.S. 80,755 80,755 
Bank Loan (guaranteed by Interprovincial)— 
$28,000,000 U.S., repayable over the three year period 1972-1974 ......... 30,185 S/,7 31 
LOOMS 279,750 
Less— Lone cermidebt due within one yeat 3 ts ee ee eee 6,906 14,566 


$292,829 $265,184 


Interprovincial and Lakehead bank loans bear interest based on the prevailing prime bank rates which may vary from time to time. Repay- 
ment of these loans may be accelerated at any time without penalty. 


Principal repayments required on Long Term Debt for the years 1972 through 1975 are $28,455,000, $23,698,000, $20,343,000 and 
$6,102,000 respectively. 


4. DEFERRED INCOME TAXES: 


Under Canadian and United States income tax regulations more depreciation may be deducted for tax purposes than the amount 
recorded in the accounts; also, during construction periods interest capitalized and, in the United States, sales and property taxes capitalized, 
may be claimed for tax purposes in the year incurred. The companies are taking advantage of the maximum deductions permitted for 
tax purposes which results in a deferment of taxes to future years when amounts deductible will be less than the depreciation recorded 
in the accounts. 


5. DEFERRED INVESTMENT TAX CREDIT: 


During the years 1962 through 1969 the United States subsidiary companies were allowed credits against income taxes payable of a speci- 
fied percentage of the cost of most depreciable assets acquired and placed into service. The investment tax credit has been deferred and 
is being taken into earnings over the life of the related assets. 


6. CAPITAL STOCK: 


Share purchase warrants issued in 1966 with the Series A Sinking Fund Debentures entitle the holders to purchase shares of capital stock 
of the company on or before November 1, 1976 at $17 per share. During 1970 warrants to purchase 25 shares were exercised leaving 
872,425 share purchase warrants outstanding at December 31, 1970. Cash received from the sale of these shares was credited to Capital 
stock to the extent of par value and the remainder was credited to Contributed surplus. 


Under the Employee Incentive Stock Option Plan, 250,000 authorized shares of the capital stock have been reserved for issuance upon the 
exercise of stock options which may be granted to full-time employees at no less than 90°/, of market value of the shares on the day that 
an option is granted. Options may be granted for a term not exceeding ten years and are exercisable only after one year of employment 
from date of grant. During 1970 options for 3,800 shares were exercised for a total cash consideration of $65,000; options for 1,000 
shares were terminated under terms of the plan; and options for 50,000 shares were granted. Cash received from the exercising of 
options was credited to Capital stock to the extent of par value and the remainder of $61,000 was credited to Contributed surplus. At 
December 31, 1970 options were outstanding as follows: 
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Exercisable on or before April 8, 1979 at $17 pershare 5 . 4 2. CaS omen. ean eee eee. 90 OOishares 
Exercisable after April 7, 1971 and on or before April 75,1980 at $20.50 per shares 6 1 4. 2. ss =. © a 50000 shares 
140,700 shares 


At the year end, 31,500 shares were optioned to officers, including the one director who is a full-time employee; 105,500 shares were 
available for future grants. 


Earnings per share are computed on the weighted average number of shares outstanding during the year. There would be no material 
dilution of earnings per share if the share purchase warrants and stock options had been exercised during the year. 


7. PENSION PLANS: 


The companies have pension plans which cover substantially all employees. The unfunded actuarial liability for past service benefits, in the 
principal amount of approximately $1,900,000 as at December 31, 1969, together with interest, will be amortized by charges to earnings over 
a period of up to eighteen years. The total expense of these plans in 1970 amounted to $576,000 of which $150,000 is applicable to past 
service benefits. 


8. MICHIGAN FRANCHISE TAX: 


The State of Michigan has issued assessments against Lakehead for franchise tax for the years 1957 through 1970. This tax imposes an annual 
fee upon all corporations for the privilege of doing business in Michigan. Counsel has advised that the assessments are unconstitutional 
when imposed on corporations engaged solely in interstate and foreign commerce. Lakehead has commenced litigation against the State 
of Michigan to have the assessments set aside. 


Pending determination of the issue, the company has been providing annually for the tax and interest involved which amount to $2,072,000 
at December 31, 1970 of which $800,000 was provided in the current year. The latter amount includes $501,000 resulting from a retro- 
active assessment for the years 1957 through 1965. The tax and interest will be deductible for income tax purposes at the time any assess- 
ments are paid and accordingly the tax effect has been included in deferred income taxes. 


9. REMUNERATION OF DIRECTORS AND OFFICERS: 


Thirteen directors, including two past directors, received remuneration of $31,000. Four officers, two of whom are directors including one 
who is not paid as an officer, received remuneration of $106,000. None of the directors or officers has received remuneration from any 


of the company’s subsidiaries. 


| 


AUDITORS’ REPORT 


To the Shareholders of 
INTERPROVINCIAL Pipe LINE COMPANY: 


We have examined the consolidated balance sheet of Interprovincial Pipe Line Company and subsidiary companies as at 
December 31, 1970 and the consolidated statements of earnings, retained earnings and source and application of funds 
for the year then ended. Our examination was made in conformity with generally accepted auditing standards and 
accordingly included such tests of the accounting records and such other auditing procedures as we considered necessary in 


the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as at December 
31, 1970 and the results of their operations and the source and application of their funds for the year then ended, in accord- 
ance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Price WATERHOUSE & Co. 
February 9, 1971. Chartered Accountants. 
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INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Ten Year Review 


FINANCIAL 


(in thousands of dollars except per share amounts) 


STATISTICAL 
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Tncome:2 Se. Soe <i ae ee ee 
Expenses 2 729). a ee eee ee 
Income taxes) Hees ee re ee 
UspVaiiNC ee eye, © Beas § SP hen Sa eR doe Bo 


Dividends\paidhs =) ..20 411s ee > at thes: Oe 
per share weage ein den eee ee 4a See 
percentage Of earnings 0a ae 


Working capital (deticit): ene eee i 


Funds provided from operations 9. 3.5) 
per share, weighted averase 3.) aay ee 


Additions to:pipe lime system 928. eee ee 
Investment in pipe line system: (cost) 29) oe eee 


Lone‘term:-debt..) . . . a ee 


Shares outstanding at year end (thousands)... 2... 1... 
Percentage ot shares registered in, Canadas) ee ae 
Shareholders at year end 2 9 ea 97 ee 


Number efemployees at year end) 0 ee 
Investment in pipe line system, peremployee ........ 


Receipts (barrels per day) 
Albertant.) S62 Gt eee .. vg pe ee 
Saskatchewan’... & sox « «4 « 5): (22 ee 
Manitoba. 4.4.5. 54. Gee 
C)ntario gees ee aan ee «. savas alc 9) en 
United: States Sa 2s ne ee 


Deliveries (barrels per day) 

Canada 
Western Canada 22 0 2.04. ok. Se 
C)NtatiGn ate ee ee ree ee 7. eee ae 


United States 
Minnesota—Wisconsin “2. 5 ape eee 
Illinois—Indiana > .< 2... Jae 
Michigan—Ohio  < 5 «S51 23 Se 
New York—Pennsylvania ...... > Jue eee 


Barrel miles (millions) . 


Average mileage per barrel delivered’ 7) © eee 


Average transportation revenue per barrel . ........ 


1970 1969 1968 1967 1966 1965 1964 1963 1962 1961 
$135,350 115,459 106,581 94,441 89,006 80,292 74,983 69,999 66,570 59,227 
$ 73,322 64,200 53,870 45,719 40,599 34,798 32,998 31,013 27,914 27a 
$ 32,531 26,833 29,377 26,197 25,884 25,157 22,783 21,206 20,977 17,402 
$ 29,497 24,426 23,334 22,525 22,523 20,337 19,202 17,780 17,679 16,096 
f 106 0.96 0.92 0.89 0.89 0.80 0.75 0.70 0.70 0.63 
$ 20,352 18,316 18,316 18,315 18,314 17,551 16,787 15,755 15,491 14,705 
$ 0.80 0.72 0.72 0.72 0.72 0.69 0.66 0.62 0.61 0.58 

69% 75%, 78%, 81% 81% 86% 87%, 89%, 88°, 91% 
$ 31,848 (10,490) (14,122) (10,277) 24,409 (12,177) ~~ (18,572) _— (16,057) 689 6,821 
$ 52,825 49,137 45,864 39,053 35,286 32,648 30,989 30,443 28,537 25,975 
$ 2.08 1.93 1.80 1.54 1.39 1.28 122 1.20 1.12 1.02 
$ 17,795 70,595 114,189 76,721 4,513 Hsi72 7,661 23,453 12,350 3,057 
$602,312 587,340 518,799 405,657 334,507 330,676 += 320,023» 312,670 =. 289,465 ~—S 277,382 
$292,829 265,184 223,470 = 141,191 119,087 93,663 90,992 100,073 108,378 + —- 115,339 

25,443 25,439 25,439 25,439 25,436 25,436 25,436 25,415 25,402 25,362 
93%, 92%, 91% 90% 89%, 88%, 88%, 879, 86%, 84% 
21,066 21,996 21,486 18,321 16,290 15,521 14,127 12,757 12,582 12,353 
641 603 562 621 599 589 592 598 608 594 
$940,000 974,000 ~—- 923,000 ~—S 653,000 = 558,000 = 561,000 == 541,000 ~~ 523,000 += 476,000 ~—-467,000 
659,382 542,093 475,437. «386,331 = 340,263 «= 313,923. 271,366 = 271,610 = 251,214 ~—241,717 
224,890 225,755 236,613. «=. 239,466 »=— 245,435 «= 228,777 ~=—S 216,250 = 190,281 171,657 ~—S:146,927 
16,452 17,489 17,524 15,863 14,812 14,110 12,608 10,887 11,190 12,611 
817 550 205 = = ee = = = Es 
2,579 = = 3,502 6,836 4,903 4,487 4,178 123 — 
904,120 785,887 729,779 645,162 «607,346 = 561,713 504,711 476,956 §=— 434,184 = 401,255 
116,386 111,504 = 106,832 = 107,050 = 106,817 —- 106,118 90,313 88,176 89,629 88,375 
380,570 351,270 «338,624. = 317,969 320,145 += 308,226 = 285,556 ~~ 267,903 ~=—s-235,897 220,200 
496,956 462,774 ~~ 445,456 «= 425,019 «426,962 414,344 = 375,869 = 356,079 325,526 = 308,575 
142,686 135,451 116,196 97,371 94,054 85,318 75,990 63,587 55,671 51,921 
49,836 es = = = _ _ = = = 
121,822 105,540 96,847 60,344 44,159 31,862 30,596 34,178 38,850 32,579 
89,619 72,206 58,228 54,556 39,769 26,521 21,512 16,738 12,438 6,741 
403,963 313,197 271,271 ~=—S 212,271 += 177,982 143,701 ~—«- 128,098 ~— 114,503 ~~ 106, 959 91,241 
900,919 775,971 716,727. ~—S«637,290 ~—s--604,944. «558,045 503,967 ~—s- 470,582 ~—s- 432,485 =: 399,816 
444.318 366,287 337,978 289,691 ~—s- 267,354 «= -241,264 «= 221,691 + 207,724 += 186,562 ~—s_ 170, 468 

1,351 1,293 1,288 1,245 bean 1,184 1,202 1,209 1,182 1,168 

40.7¢ 40.4¢ 40.2¢ 39.9¢ 39.8¢ 39.1¢ 40.5¢ 40.5¢ 41.6¢ 40.0¢ 


Note: Per share amounts and shares outstanding prior to 1967 adjusted for five-for-one subdivision of capital stock. 
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